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ABSTRACT 

The Worker Adjustment and Retraining Notification Act 
(WARN) was passed in 1987 to provide advance notice to workers whose 
jobs are to be eliminated because of plant closings and relocations. 
A study examined the extent to which advance notice eases the 
adjustment problems ass, ciated with permanent loss of jobs. Data from 
the Di£>plac£d Worker Supplement to the January 1988 Current 
Population Survey, which contain information on the type and timing 
of notice and on the duration of the initial spell of jobles3ness, 
were analysed. Six primary findings emerged: (1) prior to the passage 
of >7ARN, few firms voluntarily provided written advance notice of 60 
days or more; (2) previous research has overestimated the extent to 
which prenotification reduces postdisplacement joblessness; (3) 
written announcements of layoffs and plant closings increase the 
probability that displaced workers obtain new positions without 
intervening joblessness — however, there is no indication that formal 
notice reduces average joblessness for those failing to find other 
jobs; (4) formal advance notice provided iiiore than 2 months prior to 
displacement may substantially raise earnings in the new job; (5) 
further research is needed before the effects of mandatory notice can 
be predicted confidently; and (6) the impact of prior notification 
varies widely over population subgroups, with married persons, 
household heads, and workers in high-unemployment areas benefiting 
most. (46 references) (KC) 
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EXECUTIVE SUMMARY 



The Impact of Advance Wotic* Provisions 
on Postdi^placsmsnt OutcoKSS 



In the United States, plant cloaing legislation has been 
introduced in every congress since 1973* In 1985 a bill 
- (H.R. 1616), which would have required companies terainating 
more than 50 employees (at a single plant) to provide 90 days 
advance notice, was narrowly defeated in the house* In 1987 
the Senate passed a trade bill (S. 1420) which included 
provisions for a mandatory prenotiification period of 30 Days. 
After vetoing the Omnibus trade bill explicitly because of 
its notice provisions, the Reagan administration allowed 
P.L. 100-379, the Worker Adjustment and Retraining 
Notification Act (WARN) which contained a virtually 
identical mandatory notice provision to become law when 
it was presented in separate legislation. 

The passage of WARN has not ended debate over the efficocy 
of mandatory notice. Advocates claim that early warning eases 
the adjustment problems of displaced workers and enhances 
their ability to search for new empl yment. Prenotif ication 
may also allow for the implementation of on--site training 
and placement programs. In some case, it may even provide the 
time to implement corrective measures which may tend to 
mitigate layoffs. Opponents counter that advance notice leads 
to early departures of the luost productive employees, worker 
sabotage, and general disruption of firm operations. By 
increasing the costs of terminating workers, the provisions 
may reduce hiring during periods of high demand. They may 
also reduce the ability of the firm to market its products 
and make it more difficult to sell the plant* 

This study examines the extent to which advance notice eases 
the adjustment problems associated with permanent loss of job3 
and improves on shortcomings in related previous work. A 
newly available data set, the_DisElaced_Worker_SuEplement to 
the January 1988 Current^Population^Survey is used, which 
contains information on t,he type and timing of notice ^ and on 
the duration of the initial spell of Joblessness. A careful 
and comprehensive examinaticn of the impact of advance notice 
on postdisplacement wages is andertaken and a switching 
regression framework is employed to provide a preliminary 
investigation of endogeneity biases. Advance notice is also 
allowed to have a differential impact across population 
subgroups. 

Six primary findings are highlighted. First, prior to the 
pass^ige of the Worker Adjustment and Retraining Notification 
Act, relatively few firms voluntarily provided written advance 
notice of 60 days or more* Between 1983 and 1987, only 15 
percent of dislocated individuals received any formal advance 
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notice and just over 5 percent were provided with written 
announcements at least 2 months before their jobs terminated. 
Specific verbal notice was also furnished relatively rarely. 

Second, previous research has overestimated the extent to 
which prenotif ication reduces postdisplacement joblessness. 
This occurred because earlier data sets did not allow 
researchers to distinguish between formal and informal notice* 

Third, reduced form regressions continue to show that 
written announcements of layoffs and plant closings increase 
the probability that displaced workers obtain into new 
positions without intervening joblessness. There is no 
indication, however, that formal notice reduces average 
nonew^loyment for those failing to do so. 

Fourth, formal advance notice provided more than 2 months 
prior to displacement may substantially raise earnings in the 
new job but there is no corresponding evidence of favorable 
effects for informally notified workers or for those obtaining 
written warning shortly before job termination dates. 

Fifth, the endogeneity of notice appears to be quite 
important, especially when considering postdisplacement wages. 
Unfortunately, its effects are only partially captured by the 
switching regression analysis framework employed in this 
study. Further research is therefore required before the 
effects of mandatory notice can be predicted with confidence. 

Sixth, the impact of prior notification on postlayoff 
joblessness varies widely across population subgroups. 
Of particular importance, relatively large benefits are 
obtai^-^ed by household heads, married persons,, and displaced 
workers residing in local labor markets with high rates of 
unemployment. Joblessness is generally consider. ed especially 
problematic for each of these groups. 

A seventh, somewhat peripheral, result is that the 
determinants of postdisplacement nonemplo^ ment are estimated 
fairly robustly across a wide variety of regression models. 
This suggests that researchers have some flexibility in 
choosing the method which is most convenient for the problem 
in question. For example, the linear model, which is required 
for switching regressions, provides coefficient estimates 
which are highly consistent with those obtained using duration 
and other censored regression models. 

With the passage of the Worker Adjustment and Retraining 
Notification Act, the United States has joined virtually all 
other industrialized countries in iregulating plant shutdowns 
and mass layoffs. Given the short period of time since the 
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law has taken effect, it is too early to assess the degree to 
which it has changed employer behavior or assisted displaced 
workers. The results of this study, however, suggest that 
provision of at least 2 months written advance notice is 
likely to lead to modest benefits for displaced workers. 
In particular, these persons are expected to be somewhat 
ji.ore likely to avoid joblessness and to have slightly higher 
reemployment earnings. Nonemployment durations are also 
substantially reduced for a number of groups for whom 
nonemployment is of special concern. 

The benefits of advance notice must be weighed against any 
costs to employers. Unfortunately, reliable research on the 
latter is virtually nonexistent. Despite fredictions that 
customers may disappear, access to credit markets will be 
impaired, productivity reduced, or absenteeism increase the 
limited information which is available provides little 
evidence of ani^ serious negative consequences for business. 

On balance, the existing research, including that presented in 
this report, lends provisional support to the advance notice 
legislation passed in 1988. Beyond any economic consequences, 
workers favor mandatory early notification because they feel 
it to be fair, while the corporate sector expresses concern 
that it represents a first step towards more onerous 
government inteference. Debate over the proper role of the 
government role is likely to continue. Nontheless, employment 
security appears to have joined child labor, occupational 
safety, and equal opportunity as an area where federal 
regulation has become an accepted fact. 

The report concludes by suggesting a number of directions 
for subsequent research including: more sophisticated attempts 
to control for the endogeneity of advance notice, explicit 
modeling of the process by which workers become informed of 
future displacements, greater attention to demographic group 
variations in the effects of prior notification, and further 
investigation into the importance of the timing of the receipt 
of advance notice. A number of improvements in the DisBlaced 
Worker Suoplements data are also recommended. 



Chapter 1: 
Introduction 



Dynamic economies engage in a process which Schxunpeter has described as 
"creative destruction". New enterprises are continvially forming while old 
ones disappear. Within existing companies, production processes change, 
organizations evolve, and labor requirements adapt to an ever shifting market 
place. In the last two decades, increased international competition has 
caused additional pressure and, now more than ever, long-term success requires 
the ability to respond to continual flux and to strive to reach an ever moving 
target. Substantial changes in labor force patterns and population 
demographics have further modified work practices and norms of corporate 
behavior. 

One inevitable consequence of creative destruction is that jobs disappear 
and, in some cases, workers are displaced from companies. Rapid advances in 
manufacturing, materials, transportation, and telecommunication technologies 
have led to accelerating rates of structural change, while increased 
international competition has added pressure for down sizing and greater use 
of temporary and subcontracted labor. These factors, combined with the 
secular shift of employment from manufacturing to cervices, have led to a rise 
in the number of economically dislocated workers. 

At the same time that the risk of displacement has been increasing, th.*? 
ability of workers to find comparable new jobs has become more uncertain. The 
economy was buffeted by back to back recessions of a severity imparalleled 
since the great depression in the early efghties and the subsequent recovery, 
which now has lasted 6 years, has been fairly strong but quite uneven. Thus 
while unemployment rates are low on both coasts, they remain at recession 
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levels throughout much of the interior of the country. Although total 
employment has increased and unemployment rates are about 2 percent .ge points 
belov the 1980 level, manufacturing employment continues to decline, even in 
economically healthy states such as Massachusetts. 

Uneven economic growth, extended joblessness, declining manufacturing 
employment, and a fear that vell-paying jobs may be disappearing have all 
increased concerns over the problems facing displaced workers. In response, 
the Trade Assistance Adjustment Act (TAA) of 1974. and Title III of the 1982 
Job Training Partnership Act (JTPA) provide various forms of support for 
dislocated individuals including supplemental unemployment benefits, training, 
and reemployment assistance. Provisions in the recently legislated omnibus 
trade bill, will lead to an almost threefold increase in federally funded 
training efforts targeted at displaced workers — to almost 1 billion dollars 
annually. Hand- in-hand with this increased budgetary support, the United 
States has recently witnessed a lively policy debate over the appropriate 
government role in regulating employee dismissals. 

Most industrialized countries have legislation regulating plant shutdowns 
and mass layoffs. Typically, employers are required to negotiate with 
employees (or their unions) and the government in an effort to avert the 
terminations. Failing this, they are usually required to provide some 
combination of severance pay, advance notice, and continuation of benefits. 
The period of required notice is around 1 month in Belgium. Denmark, Germany, 
Greece. Ireland, Italy, and the Netherlands, and Is 2 months or more in other 
Vestern Europv^an countries (France, Luxembourg, Sweden, and Britain) and in 
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xDost parts of Canada. Small firms and employers laying off fev workers are 
typically exempted from notification requirements. Some countries, such as 
Sweden, coordinate labor and industrial policies through a single agency which 
attempts to weigh the tradeoffs between worker dismissals and firm needs. ^ 
Canada's Industrial Adjustment Service operates as a catalyst In developing 
adjustment strategies to redeploy ^yorkers both within and outside the firm.^ 
In the United States, plant closing legislation has been introduced in 
every congress since 1973. In 1985 a bill (H.R. 1616), which would have 
required companies terminating more than 50 employees (at a single plant) to 
provide- 90 days advance notice, was narrowly defeated in the house. In 1987 
the Senate passed a trade bill (S. 1420) which included provisions for a 
mandatory prenotif ication period of 60 days. After vetoing the Ombnibus trade 
bill explicitly because of its notice provisions, the Reagan administration 
allowed P.L. 100-379, the Worker Adjustment and Retraining Notification Act 
(WARN) — which contained a virtually identical mandatory notice provision — 
to become law when it was presented in separate legislation. This occurred 
because of extremely widespread public sentiment in favor oZ aandated prior 
notification (polls indicate support by more than SO percent of the. public) 
and the desire to avoid making this a campaign issue in a presidential 
election year.^ 

^ Greater detail on international advance notice requirement is provided 
in Ehrenberg 6t Jakubson (1988, pp. 2-4). According to Hanami (19?2), the 
period of required advance notice is 30 days in Japan. 

^ Hooks (1984) discusses Swedish policies in some detail. 

The operation of the IAS is discussed Jn U.S. Secretary of Labor 

(1986). 

^ See Addison and Portugal (198?) for a fuller discussion of the events 
Q leading vip to the passage of WARN. 
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The passage of the first national legislation requiring advance notice 
came after more than 40 proposed laws at the federal level since 1979 and 125 
bills in 30 states between 1975 and 1983 (Ehrenberg and Jakubson. 1988). 
Prior to the federal regulation, 3 s-utes (Maine, Wisconsin, and Hawaii) had 
implemented mandatory advance notice provisions, with 3 others (Massachusetts, 
Maryland, and Michigan) implementing voluntary programs encouraging companies 
to provide early warning or continue employee benefits. 

WARN contains numerous exemptions. Employ%.rs are required to provide 60 
days advance notice of layoffs or plant closings except in the following 
cases: 1) the company employs fewer than 100 persons or is laying off less 
than 50 workers; 2) companies are terminating less than a third of their 
workforce, unless the total number of layoffs exceeds 500; 3) closings due to 
"unforeseeable" business developments, strikes, or lockouts; A) the faltering 
company is actively seeking new capital or business; 5) the plant closing is 
due to sale of a business or consolidation within a local area; 6) the workers 
are offered new positions. Tnese exclusions substantially reduce the number 
of workers who will be prenotified. Finns falling to supply adequate advance 
notice are required to pay workers for the period over which notification 
should have been provided and also are subject to $500 per day fines for 
failure to notify local governments. Employees or local governments are 
required to bring suit in federal district courts to insure compliance and 
these courts determine whether an exemption applies. 

The passage of WARN has not ended debate over the efficacy of mandatory 
notice. Advocates claim that early warning eases the adjustment problems of 
displaced workers and enhances their ability to search for new employment. 
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Prenotificatlon may also allow for the implementation of on-site training and 
placement programs. In some cases, it may even provide the time to implement 
corrective measures which layoffs. Opponents counter that advance notice 
lead2^ to early departures of the most productive employees, vorker sabotage, 
and general disruption of fina operations. By increasing the costs of 
terminating workers, the provisions may reduce hiring during periods of high 
demand. They may also reduce the ability of the firm to market its products 
and make it more difficult to sell the plant. 

This debate hr^s taken place largely in the absence of infomatior about 
either the benefits or costs of mandatory notice. The situation has recently 
improved, however, vith the release of several studies usin/j nationally 
representative data from special Displaced Workers Supplenients (DWS) to the 
January 1984 and January 1986 Current Population Surveys (e,g, Addison & 
Portugal 1987a, 1987b: Kletzer 1987; Podgursky & Swaim 1987a, 1987b; Ehrenberg 
& Jakubson 1988) ,^ 

The main focus of this work has been to examine whether early notice 
reduces postdisplacement joblessness. The general conclusion is that the 
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^ Also see Folbre, Leighton, & Roderick (1984) foT an earlier 
investigation using enterprise Ifcvel data for Maine. There is still little 
hard evidence of the costs of advance notice to businesses. The data that is 
available suggests few serious negative consequences. Productivity often 
rises , rather than falling, during the notice period and notification 
sometimes results in actions which save rather than destroy the plant 
(Bercribeim, 1986; Sutton, 19B7). Although some employees quit after receiving 
notice, the manpower losses are generally minor and do not prevent efficient 
operations of the affected enterprises (Weber & Taylor, 1963), Lazear (1987) 
presents evidence that advance notice is associated vith small and 
statistically insignificant reductions in the employment/population ratio. 
These findings are qualified, however, by his use of annual aggregate data 
(for 23 countries) %!hich includes relatively few changes in notification 
regimes , 
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average titne out-of-work is around 1 month lower for notified workers than for 
their non-notified peers. This occurs mostly because they are more likely to 
move directly into new positions and avoid nonemployment altogether. There Is 
little evidence of falling .joblessness for persons who are iinable to obtain 
immediate reemployment.^ There has been less research studying the effects of 
advance warning on postdisplaccment wages. The little that has been done, 
provides no indication that subsequent earnings are raised by prior 
notification. 

Unfortunately, the usefulness of earlier research is lessened because of 
limitations iri irent in the data sources and methodological aj^proaches used. 
Three data shortcomings are particularly troublesome. First, because the 
and 1986 EHS provide no information on either the duration or type of notice, 
investigators were unable to distinguish between written notification, verbal 
announcements, and expectations of Job loss in the absence of any type of 
notice. Second, they could not differentiate the impacts of short versus 
lengthy prenotif ication. Third, data on Joblessness is limited to total weeks 
out-of-work between the time of displacement and the survey date, whether this 
transpires in a single spell or in multiple occurrences punctuated by short 
periods of employment. This is problematic for econometric duration models 
which require continuous spell information. For policy purposes, we are also 
often interested in the initial perio'4 of joblessness* 

Previous studies have also paid relatively little attention to the 
potential endogeneity of advance notice and have focused on average impacts 

^ Because the DWS does not distinguish between unemployment and 
nonparticipation In the labor force, the terns Joblessness or nonemployment 
(rather than unemployment) will be used throughout this report. 
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rather than on the potentially large variations across worker, job, and 
geographic characteristics. Endogeneity bias could cause the effects of prior 
notification to be cither under or overestimated. For example, if fines more 
frequently notify workers when local labor markets arc depressed than vhen 
they are healthy, early warning is likely to be associated with only email 
reductions (or even increases?) in joblessness. This occurs because new 
employment is more difficult to obtain vhen area unemployment rates are 
elevated, rather than because prenotification delays job finding. Conversely, 
if individuals who ere especially averse to unemployment are both more likely 
to work for employers providing notice and also obtain relatively rapid 
reemployment following t'^.rmlnations (because they are less selective about 
accepting new positions), advance notice will be negatively correlated with 
pos*:displacement joblessness.^ Even if the average impact of early warning is 
fairly small, large benefits might accrue tc population subgroups experiencing 
reemployment difficulties or fox those whose joblessness raises particular 
'-oncerns. 

Fitially, the relative scarcity of Analysis on the effects of advr.nce 
notice for postdinplacement wages is distressing. Related research examining 
the adjustment problems of displaced workers suggests that wage effects are 
important and lasting. For example, Ruhm (1989fi) shows that although 
postlayoff joblessness is largely transitory, a substantial portion of the 

^ Ehrenberg & Jakubson (1988) de^'>tc considerable attention to the 
endogeneity problem but arc unable to resolve it with any satisfaction. In 
discussing their effort, they conclude *we are skeptical of our ability to use 
the estimates obtained here to control for the endogeneity of advance notice 
in the duration of nonemployment and postdisplacement wage equations** (pp. 
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associated earnings changes persist for long tiine periods. Policies enabling 
job losers to become reemployed at higher wages are likely to yield lasting 
benefits and it is important to discover whether prenotification has this 
desirable effect. 

This study improves on each of the above shortcomings. First, a newly 
available data set (the 1988 fiW^) is utilized which contains information on 
the type and timing of notice, and on the duration of the initial spell of 
joblessness. Second, a careful and comprehensive examination of the impact of 
advance notice on postdisplacement wages is ur-'-aciiken. Third, a switching 
regression framework is employed to provide d preliminary investigation of 
endogeneity biases. Finally, a full set of interaction terms are included in 
the switching regression model to allow for variation in the impact of notice 
across population subgroups. 

Six primary findings are highlighted in the chapters which follow. 
First, prior to the passage of the Worker Adjustmer*t and Retraining 
Notification Act, relati.vely few firms volxintarily providsd written advance 
notice of 60 days or more. Between 1983 and 1987, only 15 percent of 
. dislocated individuals received any formal advance notice and just over 5 
percent were provided with written announcements at least 2 months before 
their jobs terminated. The evidence further suggests that specific verbal 
notice was also furnished relatively rarely. 

Second, previous research has overestimated the extent to which 
prenotification reduces postdisplacement joblessness. This occurred because 

^ Also see Ruhm (1989b) for evidence on transitory joblessness and 
Jakobson (1984), Podgursky & Swaim (1987b), and Ruhm (1987) for indications of 
persistent wage chcnges. 
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earlier data sets did not allow researchers to distinguish between formal and 
informal notice. 

Third, reduced form regressions continue to show that written 
announc^^ments of layoffs and plant closings increase the probability that 
displaced workers obtain into new positions without intervening Joblessness. 
There is no indication, however, that formal notice reduces average 
nonemployment for those failing to do so. 

Fourth, formal advance notice provided more than 2 months prior 
displacement may substantially raise earnings in the new job but there is no 
corresponding evidence of favorable effects for informally notified workers or 
for those obtaining written warning shortly before job termination dates. 

Fifth, the endogeneity of notice appears to be quite important, 
especially when considering postdisplacement wages. Unfortunately, its 
effects are only partially captured by the switching regression framework 
employed in this study. Further research is therefore required before the 
effects of mandatory notice can be predicted with confidence. 

Sixth, the impact of prior notification on postlayoff Joblessness varies 
widely across population subgroups. Of particular importance, relatively 
large benefits are obtained by hoiisehold heads, married persons, and displaced 
workers residing in local labor markets with high rates of tmcmployment. 
Joblessness is generally considered especially problematic for each of these 
groups . 

A seventh, somewhat peripheral, result is that the determinants of 
postdisplacement nonemployment are estimated fairly robustly across a wide 
variety of regression models. 7.his suggests that researchers have some 



flexibility in choosing the method which is most convenient for the problem in 
question. For example, the linear model, which is required for switching 
regressions, provides coefficient estimates which are highly consistent with 
those obtained using duration and other censored regression models. 

The remainder of this report is structured as follows. Chapter 2 
provides descriptive information on the frequency with which advance notice is 
received and on the relationship between prior notice and postdisplacement 
joblessness, reemployment earnings, and survey date employment probabilities. 
In addition to aggregate effects, we examine whether there are variations 
across population subgroups. Chapter 3 follows with a probit regression 
analysis of the determinants of advance notice. Chapters 4 and 5 thon examine 
the effects of written and unwritten advance notice on postdisplacement 
joblessness and wage changes. This analysis is performed using a reduced form 
regression models which implicitly assumes that the prenotification variables 
are exogenous. Chapter 6 follows by employing a switching regression 
framework to allow for the endogeneity of advance notice. Chapter 7 concludes 
the report by summarizing the results and discussing implications for policy. 
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Chapter 2; 

Advance Notice - Descriptive Information 



This chapter provides descriptive information on the receipt of advanca 
notice, the characteristics of workers obtaining it, and on the association 
between notification and postdisplacement Joblessness, wage changes, and 
reemployment probabilities. This general description precedes the regression 
analysis of chapters 3 through 6, where e wide variety of covariatcc are 
controlled for. I: provides an initial indication of the determinants and 
effects of prenotificar-ion. We begin this chapter by discussing the data set 
used throughout this report. 



2.1 Data 



This report uses data from the Displaced Worker Supplement to the January 
1988 Current Population Survey . The 1988 fiWS contains retrospective 
information on previous Job histories and labor market status for a nationally 
representative sample of workers suffering permanent Job loss between January 
1983 and January 19S8. Additional information on current labor force status 
• is available from the regular monthly CPS . The sample analyzed includes 
workers between the ages of 25 and 60 (at the survey date) who lost Jobs as 
the result of a business failure, plant closure or relocation, or a layoff 
resulting from slack work or position or shift abolished. Persons terminating 
jobs in agriculture, construction, or the armed forces ere excluded, as are 
previously self-employed individuals and those displaced in the month of the 
survey. 

The 1988 UW£ includes 3 questions pertaining to advance notice. The 
Etyj^ first inquires whether the worker did "expect a lay ff or had received advance 
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notice of a layoff or plant or business closing?" This inquiry, which 
contains no information on either the type or timing of notice, was r'lso 
i-acorporated in the 1984 and c986 fivJS supplements and provided the only 
infonnation on early notification available to previous researchers. The 2 
questions added to the 1988 ask if the respondent had "been given written 
advance notice that the business would be closed or that he/she would be laid 
off" and, if so, "how long before he/she was to be laid off did he/she receive 
that nc«ice?" Responses for the last question were categorized into the 
ranges: less than 1, 1 to 2, and greater than 2 months. 

In addition to data obtained directly from the EHS, infonnation was used 
from other sources. Variables indicating state, industry, aad occupation 
unionization races, and a duimny variable for respondents residing in right-to- 
work state.3, were included to proxy for collective barg&lning status on the 
predisplacement job. The occupation unemployment rate, state or SMSA 
unemployment rate, and the average Industry employment growth rate were added 
to account for differences in economic conditions across localities and 
employment sectors. Variables measuring the predisplacement wage residual and 
predicted probability of receiving unemployment insurance benefits 
(conditional on experiencing some unemployment) were also included,^ A 
complete description of the variables used in this analysJ,s, along with the 
data sources for the merged variables, are provided in Figure 2.1. 

1 Some previous researchers (e.g. Addison & Portugal 1987a) have 
controlled for the actual receipt of tinemployment insurance rather than the 
conditional probability. The receipt of UI is endogenous, however, since 
worker/; avoiding nonemployment are generally ineligible for benefits. Workers 
receiving benefits will therefore almost certainly have longer average 
joblessness, even in the absence of a true UI effect. 
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The 1988 DWS is clearly the best data source currently available for the 
study of displaced workers; nonetheless, it does contain a number shortcomings 
vhich should be noted. First, although fairly detailed information is 
available on vorker characteristics, very little firm level data is included. 
For example, ve do not know the size of the company, collective bargaining 
status of the employee, or anything about the financial status of the 
euployer. As mentioned above, industry, occupation, and state level variables 
have been obtained from other sources and merged with the DWS data to proxy 
for these variables. This minimizes but by no means eliminates the problem. 

Second, the DWS contains retrospective information on predisplacement 
wages and joblessness over as much as a five year period. Retrospective data 
is subject to well known "recall biases" which increase with the amount of 
time since the event in question has occurred.^ A similar problem is that, 
because the DWS does not obtain retrospective information for nondisplaced 
Workers, it is generally not possible to construct a control" group of job 
stayers.^ The analysis of displaced workers would ideally be undertaken using 
panel data. As explained in some d/^tail by Ruhm (1989a), this is particularly 
Important for investigating the time profile of displacement induced changes. 
Vith a single wave of the DWS . there is perfect collinearity betwee\i the 
amount of time since displacement and the year of job loss. Thui , timing 
effects can not be separated from the impact of economic conditions at the 
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^ Horvath (1982) Ar\d Akerlof & Yellen (1985) provide careful analyses of 
the importance pf recall bias in unemployment data. Seitchik (1989) suggests 
that these biases are also significant for the earliur versions of the pWS . 

This problem is discussed extensively In Ruhm (1989b). The best 
effort to assemble an appropriate comparison group using DWS data is by Madden 
(1988). 
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date of termination. In principle, this difficulty could be overcome by 
merging data from several waves of the EHE. Unfortunately inconsistencies in 
the type of data collected across surveys, particularly regarding joblessness, 
make this problematic. 

Third, the precise information obtained by the 1988 CHS is deficient in 
several areas. Respondents are asked how many weeks they were out-of-work in 
their initial spell of joblessness but no differentiation is made between 
unemployment and periods of labor force nonparticipation. Although some 
researchers (i.e. Clark 6c Summers, 1982) have suggested that there is often no 
clear distinction between the two labor market states, it would still be 
preferable to have them separated. 

A more serious concern is the continued inadequacy of the advance notice 
data. Although the 1988 fiWS improves upon previous surveys, by adding 
questions on written advance notice, there is still vio way to determine 
whether respondents expecting their jobs to terminate in the absence of 
written advance notice did so because they obtained specif iC verbal 
announcements or if they did so without any form of early warning. As shown 
below, distinguishing betv»een these two possibilities is important. The data 
also provides no indication to what extent formally notified workers first 
received informal information. 

Finally, the 1988 EHS. like its predecessors, identifier^ geographic 
location at the survey date rather than the time of di'^placement . Since 
approxirately 19 percent of the sample changes location between the latter and 
former periods, this could lead to biased estimates of local labor market 
effects. To the extent that respondents are more likely to move out of 

19 
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depressed areas and into locations with low unemployment, the impact of 
regional conditions is likely to be understated. Ehrenberg & Jakubson (1988) 
and Rowland & Peterson (1988) compare estimates with end without movers (for 
the 1984 DVS ) and conclude that these biases are quite small* Nonetheless, 
the analysis of local economic effects should be interpreted with caution. 



2.2 Frequency of Advance Notice 
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Tables 2.1 and 2.2 indicate the frequency with which displaced workers in 
the United States received various kinds of prenotif ication in the 1983 
through 1987 time period, prior to passage of mandatory advance notice 
legislation. The first table shows proportions weighted by the inverse 
probability of selection into the sample and thus presents natic*>ally 
representative statistics. The second table shows raw (unweighted) 
proportions. The weighted and unweighted percen*:ages are virtually identical 
in all cases. 

A slight majority (52 3 percent) of displaced workers anticipated or 
^received prior notice of their job loss (Table 2.1. column 1). This ^oes not 
imply that formal advance notice was common. Only 15.1 percent of dislocated 
individuals obtained written notice of any type and just 5.1 percent were 
provided with formal announcements at least 2 months before the teraination 
(columns 5 through 7) Substantial early notice was more common for workers 
displaced by plant closings than for those involved in partial layoffs — 12.4 
percent of the former group received at at least 1 month of written notice 
versus 5.7 percent of the latter. 

2<J 
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The percentage of respondents in the 1988 BHS wl»o expected their layoffs 
is similar to the 55 and 56 percent, respectively, noted by Ehrenberg & 
Jakubson (1988) for the 1984 and 1986 jffiS. The proportion with written 
advance notice is also close to that found in a General Accounting Office 
survey of representative establishments. Analysis of the GAO data revealed 
that 81 percent of workers received less than 1 month's warning and only 5 
percent obtained over 90 days notice in 1983 and 1984 (U.S. General Accounting 
Office, 1987).^ The GAO defines notice to include specific information 
(whether verbal or written) concerning the date of displaceneT*c and workers 
affected. The similarity of the GAO numbers to those for written noT:ification 
in the fiWS therefore suggests that precise verbal information is rarely 
provided.^ This implies that most workers who "expected" their jobs to 
terminate, in the absence of formal notice, probably also lacked specific 
unwritten information on when and whether the layoff would occur. 

Tables 2.3 and 2.4 indicate the weighted and unweighted variable means 
for subsampl > receivii;g various types of advance notice. A comparison of 
columns 2 and s of Table 2.3 shows that notified workers typically had 
considerably greater Job seniority than non-notified individuals (5.8 versus 
4.5 years), were much more likely to ^e covered by group health insurance 
plans (69.6 versus 58.8 percent), and more often were involved in plant 
closings (59.2 versus 45.2 percent). They were also somewhat older, more 

^ See Brown (1987) for further disciission of the GAO study. A recent 
Conference Board Survey (Berenbeim 1986) suggests that advance notice is 
provided more frequently. These findings are questionable, however, because 
of the non-representativeness of the sample and frequency of nonresponse. 

5 If specific unwritten notice were provided with any frequency, the GAO 
percentages would be much higher than those for written notice in the fiWS. 
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often married or nonwhite, relatively frequently worked in slow growing 
Industries or occupations, nnd lost positions industries, occupations, and 
states with relatively high unionization rates. There was no difference in 
family sizes, predisplacenent wages, or local xinemplo^nnent rates between 
notified and non-notified indi\iduals. 

The distinction between formal and fnfonnal notice is sometimes 
important. For instance, nonwhites are less likely than whites to expect 
displacements but receive written notification more frequently. The formal 
announcements received by minorities are typically of short duration, however, 
anc: so are not likely to be very helpful in casing adjustment problems. 
Probabilities of obtaining written notice more than 2 months before 
displacement are relatively high for married workers, females, full-time 
employees, respondents with long Job seniority or in multiple earner 
households, those covered by group health insurance plans, and persons 
affected by plant closings. Thus, 89.9 percent of displaced" persons receiving 
XBore than 2 months written notice left positions providing group health 
insurance, 68.8 percent were married, 72.2 involved in plant closings, and 
"their average Job tenure was 8.9 years. Corresponding percentages for non- 
notified respondents were 58.8, 62.2, and A5*2 ptrcent, respectively, with 
nican seniority of Just 4.5 years (see Table 2.3, coiumns 2 and 7). 

Prenotificd workers relatively frequently Xost Jobs in highly unionized 
industries, occupation, and states. The average worker receiving formal or 
informal notice left a Job with industry and occupation unionization rates of 
25.6 and 25.3 percent respectively; the corresponding probabilitieis for non- 
notified respondents were 23.7 and 23.1 percent (see rows 17 and 18). 
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Similarly, notified individuals work in states with relatively high 
tinionization rates and comparatively rarely in states with right-to-vork laws 
(19 and 20). These findings accord with the common belief that xinionized 
workers receive more extensive information on impending Job displacements than 
do nonunionized individuals. Interestingly, the state and industry 
tinionization percentages are highly related to the probability of receiving 
lengthy written advance notice (>2 months) but the occupation rate is less 
strongly correlated. 

Local and sectoral economic conditions have a mixed i*^ lact on 
prenotification probabilities. Individuals displaced from occupations or 
residing in local labor markets with low unemployment rates receive unwritten 
advance notice fairly infrequently but obtain long durations of written notice 
relatively often (rows 16 and 21). Conversely, job loss out of a slow growing 
industry is associated with higher probabilities of obtaining all types of 
notice (row 15) . 

2.3 Consequences of Advance Notice 

Most workers experience significant Joblessness following permanent Job 
loss- Ruhm (1989a) calculates that the average displacement leads to a more 
than 13 week increase in nonemployment over a 2 year period. Adding in the 
extra tl;:ae out-of-work during periods of labor force nonparticipation and that 
which would have occurred in the absence of the termination (e.g. during 
temporary layoffs), total postdisplacement Joblessness is significantly 
greater . 
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Media coverage of displacement induced wage changes typically eraphasizes 
the large earnings losses suffered by dislocated individuals. Unfortunately, 
some economists (e,g, Bluestone & Harrison 1982) have promoted relatively 
simplistic stories where displacement .plies xaniformly large income losses. 
In reality, huwever, the interaction betweer^ permanent layoffs and subsequent 
earnings is much more complicated. Between one third an*^ half of invol\intary 
job changers earn higher wages in their new jobs than their old, while a 
quarter to a third suffer 25 percent cr larger earnings reductions (Podgursky 
and Swaim 1987b, Ruhm 1987a), Thus, at least as many individuals benefit, in 
monetary terms, as experience large losses. Given these disparate 
experiences, iL is unfortunate that the impact of advance notice for 
postlayoff earnings has i^ceived scant attention in previous research. 

Descriptive information on postdisplacement joblessness, wage changes, 
and reemployment probabilities is provided below. Subsequent chapters employ 
regression analysis which includes controls for a wide variety of covariates. 
Tables 2.5 and 2.6 present weighted and unweighted statistics on average 
joblessness and wage changes for subsamples stratified by prenotif ication 
/status. The weighted and unweighted percentages are again similar. 
Throughout the remainder of this report, we focxxs on the raw sample statistics 
rather than using weighted data. 

The first panel of Table 2.6 presents infcraatlon on expected 
postdisplacement joblessness. Respondents average 27*4 weeks out-of-work in 
their initial spell of nonemployment (Table 2.6, row 1).^ This slightly 

^ Similar findings for the 1984 and 1986 fiVg are presented in Flaio & 
Sehgal (1985): Horvath (1987); £.nd Podgursky & Swaim (1987a), 



tinders tates the true extent of joblessness since durations are top-coded at 99 
weeks and are right-censored for the 19.3 percent of the sample continuously 
out-of-work between the date of the employment termination and January 1988. 
Females, nonwhitcs, and white collar workers are out-of-work for longer than 
their counterparts. Surprisingly, joblessness is also slightly more extended 
for persons displaced as the result of plant closings than for those involved 
in partial layoffs. Workers expecting job terminations have slightly shorter 
nonemployment than those who do not — 26.7 versus 28.2 weeks — with the 
largest reductions for males, blue collar workers, and those displaced by 
plant closings (see columns 2 and 3). 

The second panel of Table 2.6 shows average changes in real weekly wages 
between the time of displacement and the survey date for workers who are 
reemployed in January 1988. The typical displaced worker cams 8.53 percent 
more at the survey date than at the conclusion of the predisplacement job, 
with especially rapid wage growth experienced by females, nonwhites, white 
collar employees, and those lo/ ing jobs because of plant closings (see colximn 
1). Wage outcomes are more favorable for prenotified job losers. These 
individuals are paid 12.32 percent more preseparation wage levels in January 
1988, whfle the increase is only a third as large (A. 12 percent) for those 
lacking advance warning (row 10) . This wage advantage for notified 
individuals is important for all population subgroups. 

A number of previous researchers (e.g. Swalm & Podgursky, 1989) have 
hypothesized that advance notice should yield the greatest benefits when fx is 
received in writing and well before the job termination. Written notice is 
thought to be more efficacious than verbal warnings because it provides more 
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precise information on the timing and nature of impending terminations. 
Lengthy notice is believed to allow considerable predisplacement job search 
and possibly to permit workers to begin training for new positions prior to 
leaving their old Jobs.^ Columns U through 7 provide the first indication 
that these simple stories may be inadequate. 

Comparing column A with columns 5 through 7 reveals that the shortest 
average durations of joblessness and the greatest mean w< gains were 
experienced by workers anticipating displacements in the al)sence of written 
notice • The average initial nonemployment spell lasted 25.85 weeks for this 
group but was 2.9 to 3.9 weeks longer for formally notified respondents. 
Workers receiving written warnings actually experienced greater mean 
jojlessness tlian those surprised by the terminations. Similarly, respondents 
receiving unwritten warning of permanent layoffs have substantially larger 
average wage gains than either the group lacking notice (^.12%) or those with 
any category of written nonifi cation (-5.55 to 5.32 parccut). A similar 
pattern is observed when the sample is stratified by sex, race, occupation, 
reason for displacement. 

Just as there is no evidence that formal notification is more beneficial 
than unwritten notice, the sample means fail to indicate improved outcomes for 
workers with longer durations of formal notice. Workers receiving written 
announcements more than 2 months before the layoff date are jobless longer 
than any other group, while the wages of individuals with less than 1 month of 

^ Hamermesh (1987) has also suggested that this may allow workers to 
switch from firm-specific to gene. 1 skill training. 
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notice grow faster than for those with more extensive written warning (see 
Table 2*6 rows 1 and 10)* 

Advance notice may effect the distribution as well as the mean of 
joblessness and wage growth. For example, previoixs research (see Addison & 
Portugal, 1987; Ehrenberg & Jakubson, 1988) suggests that prenotif ication 
increases the probability that workers avoid joblessness altogether, while 
having little impact on the nonemployment durations of workers who fail to do 
so, Vith this in mind. Tables 2.7 through 2,15 show the relationship between 
advance notice and the distribution of both joblessness and wage changes for 
subsamples stratified by race, sex, occupation, and the reason for 
displacement. Also included in the tables is information on the labor force 
status of displaced workers in January 1988. This may be important if, 
independent of its effect on the mean or variance of the initial spell cf 
nonemployment, prior notice impacts upon future reemployment or labor force 
participation probabilities. 

Table ?.7 shows results for the full sample. There is again strong 
evidence that early warning of displacement increases probabilities of 
avoiding joblessness. Only 9.6 percent of non-notified workers move directly 
Into new positions (within 1 week of leaving the old ones) versus 13.9 percent 
of the prenotif ied individuals (row 5). The increase is even larger for 
individuals formally notii'^^d more than a month before displacement — 16.1 
percent of workers with 1 to 2 months written notice are out-of-work less rhan 
a week and 20.4 percent of those notified more than 2 months ahead of time. 

The lengthy average joblessness of formally notified workers is the 
result of two factors. First, the group receiving less than 1 month of 




written notice has xmiformly high levels of tmemployment , Only 8.9 percent of 
these individuals are jobless less than 1 week and 36,9 percent are out-of- 
vork 6 months or more (colxunn 5), Second, the superior ability of workers 
with longer written notice to avoid time out-of-work altogether is more than 
offset by their relatively high probabilities of experiencing extended 
nonemployment . Thus, where the probabilities of being jobless at least 6 
months are 33.5 and 32.3 percent for the non-notified and informally warned 
groups, 37,8 percent of persons with more thai 2 months written warning 
experience similarly lengthy nonemployment (rows 8 and 9). 

The wage distributions (rows 12 through 16) indicate that that advance 
notice has a more uniform impact on survey date earnings than on 
postdisplacement joblessness. The wa^es of informally notified respondents 
grow faster than for any other category because they are least likely to 
e::perience 10 percent or greater wage cuts and, with the exception of the 
group formally notified more than 2 months in advance of the termination, are 
most likely to obtain pay raises exceeding 10 percent. Conversely, the poor 
performance of workers with 1 to 2 months advance notice occurs because they 
both have the highest probability of wage cuts exceeding 25 percent and least 
often receive equivalent size pay increases. On the other hand, workers with 
more than 2 months written notice have the highest probabilities of earning 
more than 75 and 110 pev'cent of their predisplacement w;.ges, the lowest of 
taking 25 percent or larger pay reduction but have fairly small probabilities 
of receiving raises exceeding 25 percent. 

For the most part, these patterns hold in the stratified subsamples (see 
tables 2,8 through 2,13). There is some evidence, however, that lengthy 
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advance notice is associated with relatively high probabilities of substantial 
wage increases for fenales, nonwhites, blue collar workers, and those involved 
in plant closings. Minority workers also accrue substantial benefits from 
lengthy written notice, in the form of reduced joblessness, particularly due 
to a substantial increase in the likelihood of avoiding all nonemployment and 
spells exceeding 6 months. 

Notified workers are somewhat more 1-kely to be employed and to 
participate in the labor force in January 1988 than their counterparts (Table 
2.7, rows 1 through 3). The increase is larger for women than men and the 
employment effect is especially dramatic for nonvhites (see Tables 2.8, 2.9, 
and 2.13). 

2.4 Siimmary 

This chapter presents descriptive information on the tiata set used in the 
analysis, the frequency of advance notice, and on the relationship between 
notification status and postdisplacement joblessness, wage changes, and survey 
date labor force status. Although a slight majority of respondents 
anticipated job losses, the vast major icy did so in the absence of written 
notice. Informal notice is associated with relatively brief initial spells of 
nonejployment. Written notification, although it increases the likelihood 
that individuals move into new positions without intervening joblessness, does 
not imply speedier average reemployment. Similarly, the average wage gains 
experienced by these individuals are modest or nonexistent. 

The most striking finding in the chapter is the superior performance of 
||^p^(^" informally notified workers compared to eithei^^eir non-notified counterparts 
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or to those receiving written notice. Although these results are obviously 
preliminary, pending the icore detailed regression analysis of future chapters, 
they suggest important problems with previous research examining the effects 
of advance notice. 

Absent any theoretical reason vhy formal notice should extend joblessness 
and retard wage growth, we anticipate that persons notified in writing will do 
at least as well as tnose receiving unwritten notice. One reason this does 
not occur may be the extremely vague definition of informal notification in 
the DV?$ . which includes "expectations" of job terminations in the absence of 
any notice, as well as verbal warnings. This could lead to biases if, for 
example, better informed workers are more likely to both anticipate job loss 
and to quickly find new high paying jobs once it occurs. Alternatively, 
workers may be more likely to receive written advance notice in situations in 
situations where equivalent new jobs are hard to come by. 
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Figure 2.1: Description erf Variables Used in Analysis 



yaritbtes Obt »ined from CPS-OWS 
fcntirwus Varicbtes 

CXP « Years of Potential Labor Market Experience (Age - Education - 6) 
EXPSQ » EXP • EXP 

EDUC s Years of Schcx)lir« (censored at 17 years) 
EDUCSQ « EDUC * EDUC 

TENURE » Nurber of years working for the predisplaccmeni acployer 
TENSO « TEKURE * TEMURE 

HUKCHILO » Ktnber of children under the age of eighteen 
WUKEARM » WiiTber of earners (16+> in family 

^ ptinny Variables (equal to one if;) 

MARRIED » Married with spouse living in household 
MEAD s Head of household 
fEMAlE « f«Mlc 
SLACK « Rlack 

QTKRACE s Hispanic, Asian, or other (nonblack) nonwhite 
PUPREV « Part-time work (self-defined) in predisplacement job 
RIMS « Included in group health insurance plan in prc-displacement job 
CLOSING « Job tertninated due to plant closure or relocation 

MAKDSTE « Resides in state with mandatory advance notice legislation (Maine, Wisconsin, or Hawaii) 
VOLSTE * Resides in state with program to encourage voluntary advance notice (Massachusetts, 

Michigan, or Maryland)* 
EXPECT « Oisplace<nent "expected" or advance notice received 
WRITTEM « Received written advance notice of displac(iment 
WR1TCT1 « Received > 1 a»nth wrUxen advance notice of displace<nent 
WR1TCT2 « Received > 2 months written advance notice of displace<nent 

Variables Obtained From Other So'<rce$ or Constructed 

JSTEUXIOM « State Unionization Rate in 1982 (source: Statistical Abstract . 1988) 
HTUORIC » dim/ variable indicating res^aence in ••right-to-work" state (source: Statistica l Abstract. 
1255) 

URATE » national incnploymenc raf.e for the year of displacement 

AREARATE » uncflplpyment r^te in year of displacanent for SMSA of residence Cif resides in one of the 
50 largest) or state gnenr^loyinent rate otherwise (source: Ewplovment and Earnings . May t982-8) 

2KDCHG » Ave. errual growth rate of industry aaployment (19 industry categories), 1950-6 (source: 
t tytitticat Abstract . '.988) 

OCCCRATE » Unwployraent Rate by occupation (12 categories) for 1986 (source: Statistical Abstract . 
1988) 

SMOUNIOM • Ave. Unionization rate by industry (19 categories) for 1978-80 (source: Kokkenlcnberg and 
Sockell, 198S) 

nccUMlOM » Ave. Unionization rate by occupation (12 categories) for 1978-80 (source: ?Cokkenlenberg 
and Sockell, 198S) 

tESID « Wage residual: obtained from subtract ir^ actual log real wf;e from predicted value ct>tained 
fron an earnings regression with controls for individual characteristics and state fixed 
effects Ibut not for industry or occupation characteristics) 
UIPROB » Probability of being eligible for yntcployment benefits: obtained from probit regression 
estimated ^or persons with >1 week of postdisplacement uneflployment; regressors include 




individual characteristics, previous wages, and fixed effects for^the year of displacement (A 
variables)^ 48 industries, U occupations, and 50 states Oj. 
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y9h\t 2.1: Probtbflity of Itccivlr^ Adwce Motice 
(weighted) 





Sample 


No 


Received 




Tvoe of Notice 






Size 




Notice 












(1000's) 






Unwritten 


Vritten (# months) 














<1 


Jz2 


>2 


All Workers 


6898 


47,7X 


52. 3X 


37.2X 


5.8X 


4.2X 


5. IX 


Males 




48.3 


51.6 


36.9 


5.8 


4.0 


4.8 


Females 




46.8 


53.2 


37.6 


5.8 


4.4 


5.5 


Plant Closinss 


3625 


41.0 


58.9 


41.8 


4.6 


5.4 


7.0 


layoffs 


3273 


55.1 


44.9 


32.0 


7.1 


2.7 


3.0 


Uhites 


5869 


47.0 


53.0 


38.0 


5.6 


4.1 


5.3 


Hacks 


828 


51.6 


48.3 


34.1 


6.6 


4.2 


3.5 


Other Nonwhites 


201 


52.7 


47.3 


25.4 


8.9 


5.6 


7.3 


Vhlte Collar 


4321 


49.4 


50.5 


35.9 


5.0 


4.2 


5.4 


Hue Collar 


2577 


44.8 


55.2 


39.3 


7.1 


4.1 


4.7 


Professional 


1217 


49.1 


50.9 


34.1 


4.0 


4.8 


8.1 
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T«ble 2.2: 
Probability of toccivine Advance Motice 
(unweighted) 





f ■JIM 1 A 


MO 


Received 




TvDf 6f Notice 






Size 


Notice 


Notice 


















Unwritten 


yiritten (# months) 














<1 




>2 


All Workers 


4058 


47. OX 


53. OX 


37.9X 


6. IX 


4.0X 


5.0X 


Mates 


2322 


47.6 


52.4 


37.5 


6.2 


4.0 


4.8 


Females 


1736 


46.2 


53.7 


38.4 




4.1 


5.1 


Plant Closings 


2115 


40.4 


59.6 


42.6 


5.1 


5.1 


6.9 


Layoffs 


19A3 


54.2 


45.8 


32.8 


7.3 


2.9 


2.8 


Whites 


3529 


46.6 


53.4 


38.6 


5.9 


3.9 


5.0 


Blacks 


402 


49.8 


50.2 


34.3 


7.2 


4.5 


4.2 


Other Monwhites 


127 


51.2 


48.9 


28.3 


8.7 


4.7 


7.1 


White Collar 


25A5 


48.4 


51.6 


36.9 


5.4 


4.2 


5.1 


Blue coll&r 


1513 


44.7 


55.3 


39.5 


7.3 


3.8 


4.6 


Professional 


705 


48.1 


51.9 


35.9 


4.3 


4.4 


7.4 
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T^le 2*3: 

Mean Duiracterfstfct fay Type of Acf^ince Notice: 
(wefshted) 





All 


Mo 


ftecefved 




TvDe of notice 




























Unwritten 


Written 


(# tenths) 














<1 


1=2 


>2 


Personal Characteristics 














Age (years) 


38.0 


37.7 


38.3 


38.2 


37.3 


38.5 


39*9 


Education (years) 


12.9 


13.0 


12.8 


12.7 


12*8 


13.1 


13.3 


Harried (X) 


6A.^ 


62.2 


66.4 


66.8 


65.7 


61.0 


68.8 


Id Head (X) 


6A.6 


65.6 


63.7 


62.3 


68.0 


70.8 


63.0 


Noimiiite (X) 


U.9 


16.2 


13.7 


13.0 


18.1 


16.1 


12.3 


Female (X) 


41.6 


41.0 


42.6 


42.3 


41.7 


43*6 


45*0 


« Children 


1.73 


1.73 


1.73 


1.72 


1.77 


1.76 


1*74 


# Earners 


1.19 


1.15 


1.24 


1.22 


1.21 


1*23 


1*4/'i 


Pre-OisDlacetnent Job Characteristics 












Seniority (years) 


« o 


4.5 


5.8 


5.3 


5.4 


7*1 


8*9 


Health Insurance (X) 




58.8 


69.6 


64.6 


77.0 


79.5 


89.9 


log Weekly Wage 


5.67 


5.66 


5.67 


5.60 


5.74 


5*83 


5*92 


Plant Closing (X) 


S2.6 


45.2 


59.2 


59.1 


41.9 


68.5 


72*2 


Blue Collar (X) 


37.4 


35.1 


39.4 


39.6 


43.8 


36*4 


33*8 


Part-time (X) 


9.17 


8.71 


9.58 


11.1 


6.44 


7*73 


4*07 


Industry EnployTT>ent 


1.14 


1.32 


0.98 


1.03 


0.81 


1*14 


0*70 


Crouth (X) 
















Occupation Unemploy- 


6.63 


6.48 


6.76 


6.79 


7.45 


6*61 


5.91 


menx Kate (X) 
















Industry Unionixe- 


24.7 


23.7 


25.6 


25.2 


28.5 


24*5 


^^6*4 


tion Rate (X) 
















Occupation Uni^ tiza- 


24.3 


23.1 


25.4 


25.1 


28.3 


^4*3 


24*6 


t<on Rate (X) 
















Ceoaraphic Characteristics 














State Unionization 


20.8 


20.5 


2U0 


20.6 


21.2 


21.5 


23*1 


S«te (X) 
















Right-to-york 


33.3 


34.2 


32.5 


34.8 


32.1 


27.7 


20*2 


State (X> 
















Area Unenployment 


7.42 


7.42 


7.42 


7.44 


7.44 


7.51 


7*18 



Kate (X) 
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nmn Chsracttrittics by Type of AcVancc Koticc: 





All 


No 


r.4 reived 




Tvoe of Hoti 


ce 






Workers 


Notice 




















ynwritten 




(f aonths) 














il 






f^rsooal Chartcterist 


ics 














Age (yeirs) 




37.8 


38.5 




X7 A 
Of .0 


^Ji 7 
f 


*fU. 1 


Education (years) 


12.9 


13.0 


12.9 


l£.0 


15 0 


IT 1 


IT ? 

lO .fc 




AC L 




A7 'K 


67.7 


66.7 


61.4 


69.7 


Household Head (X) 


64»6 


65.8 


AT A 


A1 0 

p 1 .y 


AA T 


73.0 


63.2 


ponuniie km) 


1^ ••4 


IT 0 




11.3 


16.1 


14.7 


12.9 


fwnate (X) 




42.1 


/T / 


LX L 


A5 A 


LX A 


44.3 


f Chilaren 


1 17 

1 •/H 


1 TX 
1 .# J 




\ T? 


1 


1.83 


1.72 


# Earners 


1.19 


1.H 


1 .23 


1 55 
1 •CC 


1 51 
t •CI 


1 . ID 


1.42 


Pre-0isDl8ce<nent Job 


Character 


istics 












Seniority (years) 




4.5 


5.9 


5.4 


5.4 


6.7 


9.3 


Health Insurance (X) 


65.0 


59.0 


70.3 


6::. 8 


77.5 


77.3 


89.6 


Log Weekly Wage 


5.67 


5.66 


5.67 


5.62 


5.74 


5.82 


5.90 


Plant ciosins (X) 


C5 1 

1 


^ .0 


CR A 
70.0 


58.6 


43.0 


65.6 


72.6 


tlue Collar (X) 


37.3 


35.5 


TO O 


0 

00. y 


LL A 


T^i n 

07 . u 


34.8 


rart~tiinc i*i 




y. J7 


9.73 


11.2 


6.58 


8.28 


3.76 


Industry Enployment 


1 .08 


u24 


n o/ 


1 .U 1 


ft An 


1 ?l 
1 .k 1 


0.64 


crowtn (a) 
















Occupation Unenploy- 


6.56 


6.i!6 


6.69 


6.69 


7.46 


6.33 


6.03 


nen: Rate (X) 
















Industry Unioniza* 


2A.9 


23.8 


25.9 


25.4 


29.3 


24.5 


27.1 


tion Kate (X) 
















Occupation Unioniza- 


24.3 


23.4 


25.2 


24.8 


28.4 


24.0 


25.0 


tion Kate CX) 
















G«ogr8Dhic Character 


istics 














Statt Unionization 


20.5 


20.3 


20.7 


20.3 


21.0 


21.5 


23.1 


Kate (X) 
















Kiflht-to-Uork 


33.8 


34.6 


33.0 


35.5 


33.3 


25.1 


20.4 


State (X) 
















Area Uncfrployment 


7.39 


7.42 


7.36 


7.39 


7.28 


7.61 


7.09 



Itte (X) 



ERIC 
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Tablc 2.5: 

Averaee Poct-Ciitpli c M w nt dimness and 
yugt Chanees Type of AcKancc Notice 
(weighted) 



All No Received 

Workers Notice Notice 



Vc*eks_of Joblessness ' 
All Workers 27.37 



28.37 



26.46 



Type of Notice 
UnwrUten Written •onths) 



25.<*4 



28.49 



27.75 



>2 



26.89 



Kales 
Females 



23.28 
33.02 



2 A. 08 
34.52 



22.54 
31.71 



21.40 
32.06 



26. r 
31.81 



26.52 
29.32 



23.46 
31.09 



Plant Closings 
Layoffs 

Whites 
Nonwhites 



27.35 
27.40 

25.82 
36.18 



28.81 
28.02 

26.90 
35.93 



26.S4 
26.65 

24.87 
36.45 



26.76 
24.76 

24.51 
35.39 



25.18 
30.87 

24.45 
47.11 



27.24 
28.89 

26.76 
32.84 



23.92 
34.61 

26.3^ 
30.92 



White Collar 
Blue Collar 



29.15 
24.39 



29.33 
26.59 



29.97 
22.62 



29.23 
20.90 



33.08 
23.05 



22.54 
36.74 



28.47 
23.79 



Percent Wage Chengcs ^ 
All Workers C.13X 



S.53X 13.18X 



IV.IIX 



5.73X -9.26X 



1.71X 



Males 

Feniales 



6.71 
12.85 



3.56 
6.15 



9.66 
18.26 



14.41 
26.09 



9.12 
0.15 



-11.68 
-6.04 



•5.06 
9.18 



Plant Closings 
layoffs 

Whites 
Nonuhites 

White CoUar 
Hue Collar 



14.49 
2.80 

9.54 
6.57 

12.52 
4.00 



5.89 
5.79 

5.89 
2.93 

4.69 
5.89 



20.75 
1.71 

13.04 
14.15 

19.31 
4.74 



28.58 
4.69 

19.66 
15.07 

27.34 
8.07 



15.69 
-0.96 

0.95 
29.69 

12.69 
-1.57 



-7.30 
-13.13 

-10.28 
-3.39 

-7.67 
-11.79 



S.27 
-2.71 

0.92 
6.12 

0.84 
3.45 



* Uteks of Joblessness calculated as 28 weeks for persona displaccJ in 1987 find with right &;mcred 
observations. 



j-rnr^' ^ ^'•^e Ratio » Pcct-lJispljicement Wage/Pre-displtcement wage. Ratio calculated for reecployed 
workers only. ' ^ 
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Table 2.6: 

AwfUK tat-OitplacMBnt iabltuneu and 
%h9e Own^es by Type of Adwice Kotice 
(untftighted) 



AU No deceived 

Workers Hctij^ Hotice 



Weeks of Joblessness • 
All Vorkcrt 27.40 



Nates 
FiMsales 

flant Closinss 
Layoffs 

Whites 
ttonwhites 

White Collar 
Blue Collar 



23.25 
32.91 

27.83 
26.94 

25.d7 
37.57 

29.23 
24.32 



28.16 

24.26 
33.48 

29.13 
27.38 

26.66 
37.38 

29.25 
26.18 



26.73 

22.33 
32.43 

26.95 
26.42 

25.18 
37.75 

29.22 
22.83 



Type of Notice 
Unwritten yritten (# aonths) 

<1 1=2 >2 



25.85 

20.88 
32.28 

26.25 
25.29 

24.25 
38.31 

28.62 
21.49 



28.51 

26.33 
31.46 

28.50 
28.52 

26.11 
41.*31 

33.47 
22.33 



28.46 

27.75 
29.37 

29.33 
26.75 

26.74 
36.42 

24.36 
56.00 



29.75 

23.92 
37.09 

28.30 
33.60 

29.72 
29.96 

32.80 
24.04 



Percent Wage Changes 



All Workers 

Males 

Fcn^ales 

Plant Closings 
Urff« 

Whites 
Monuhites 

White Collar 
•lue Collar 



8.53% 

6.16 
11.98 

12.33 
4.11 

8.47 
8.94 

11.88 
3.48 



4.12X 12.32X 



2.31 
6.91 

4.80 
3.51 

4.63 
0.59 

6.24 
0.58 



9.61 
16.05 

17.37 
A. 78 

11.73 
16.80 

17.07 
5.71 



16.93X 

13.35 
21.90 

22.89 
7.94 

16.73 
18.71 

23.29 
8.07 



5.32X 

8.42 
0.50 

11.46 
1.05 

2.29 
22.86 

8.81 
1.75 



-5.55X 

-5.46 
-5.66 

-2.62 
-11. S3 

-6.40 
-0.17 

-5.39 
-8.60 



2.42X 

-4.06 
10.59 

A. 15 
-2.71 

0.45 
13.58 

0.71 
5.48 



• Weeks of Joblessness calculated as 28 weeks for persons displaced in 1987 and with right censored 
oUervations. 

^ Wage Ratio • Post-0 isplacefoent Wase/Pre-displacement wage. Ratio calculated for rtewployed 
r-n^i^ workert only. 
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Tdijle 2.7: 

Eflploywnt Status, Itocks of 4db\msntu^ mti U<i9e Chanocs 
by Type of Ac^am »otfc«: All UfuplMd Workers 

(n » *058) 





All 


No 


Received 




^voe of Notice 






|;orkers 




Notice 


















UnwrUteo 


Vritten CH »onth$) 












<1 


ill 


>2 


JOtBl 


inn nv 


H* • UA 


? J. wA 


37. 9X 


6.1X 


4. OX 


5.DX 


Erroloyment Status 
















EfTployed 










72.7 


79.1 


73.1 


Unenployed 




1A A 
10.0 


1A X 




15.7 


9.8 


17.4 


Out of Labor Force 


11.5 


19 


11 n 


11 1 


11.7 


11.0 


9.5 


V^-^ks of ,*oblcssness 


a 














< 1 


11.9 


9.6 


13.9 


13.7 


6.9 


16.1 


20.4 


1 - 4 


22.0 


23.0 


21.0 


21.8 


21.9 


17.9 


16.9 


5-12 


18.2 


20.0 


16.5 


16.9 


18.6 


15.3 


11.9 


13 - 26 


U.5 


13.9 


15.1 


15.4 


13.8 


16.7 


12.9 


27 - 52 


20.6 


20.1 


21.1 


20.4 


23.1 


22.2 


22.9 


> 52 


12.8 


13.4 


12.4 


11.9 


13.8 


11.7 


14.9 


Censored 


19.3 


19.8 


18.8 


18.6 


20.2 


16.7 


20.9 


yaoe Rat 10^ 
















< 0.75 


29.5 


30.5 


28.5 


28.7 


27.6 


31.5 


.26.2 


0.75 - 0.9 


12.5 


12.0 


13.0 


11.7 


20.5 


13.0 


13.9 


0.9 - 1.1 


23.4 


23.5 


23.4 


23.5 


18.6 


30.6 


23.1 


1.1 - 1.25 


11.1 


9.8 


12.2 


12.6 


7.1 


10.2 


16.9 


> 1.25 


23.5 


24.3 


22.8 


23.6 


26.3 


14.8 


20.0 



* Ue^lcs of Joblessness calculated as 28 weeks for persons displaced In 1987 and with rSfiht censored 
obcervstions. 

^ Wage Katio > Post-Cisplaccnent Uage/Pre-displacament ittge. Ratio calculated for rc^sployed 
workers "t>nly. 
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Ti6le 2.8: 

« Eiiplo)wnt Status. Itee&i of JoblMntM^ and Ut^ Changes 
bf Type of Acfmce Notice: Kales 
(n « 2322) 





All 


No 


deceived 




JYP? 0^ Notice 






Workers 


Notice 


Notice 


















Unwritten 


Written aootht) 
















LJk. 


Total 


100.0% 


A7.6X 


52.4X 


37.5X 




L n* 




Enolovwnt Status 
















Eirploycd 


77,8 


76.4 


79.1 


76.4 


76.9 


83.7 


73.2 


Unenployed 


16.1 


17.5 


14.8 


17.5 


14.7 


8.7 


23.2 


Out of Labor Force 


6.2 


6.2 


6.2 


6.2 


8.4 


7.6 


3.6 


Weeks of Joblessness 


a 














< 1 


13.5 


10.7 


16.0 


16.5 


11.3 


15.4 


18.8 


1 - 4 


2A.1 


25.2 


23.2 


24.5 


22.5 


16.5 


19.6 


5-12 


18.0 


19.7 


16.5 


16.5 


21.8 


15.4 


10.7 


13 - 26 


U.6 


U.5 


t5.1 


14.7 


14.8 


19.8 


14.3 


27 - 52 


19.6 


19.4 


19.8 


19.3 


16.9 


22.0 


25.0 


> 52 


10.0 


10.6 


9.5 


6.6 


12.7 


11.0 


11.6 


Censored 


15.0 


15.4 


14.7 


14.2 


14.8 


12.1 


20.5 


Uaqe Ratio^ 
















< 0.75 


30.3 


31.6 


29.0 


29.0 


25.3 


34.4 


,29.2 


0.75 - 0,9 


12.6 


13.1 


12.2 


11.2 


16.8 


9.8 


15.3 


0.9 - 1.1 


23.7 


23.0 


24.4 


24.5 


22.1 


29.5 


22.2 


1.1 - 1.25 


11.1 


9.9 


12.2 


12.0 


8.4 


13.1 


18.1 


> 1.25 


22.3 


22.4 


22.3 


23.4 


27.4 


13.1 


15.3 



■ Wefk« of JoblettncfiJ calculated bs 28 uecka for peraooa te<laplaced In 1987 and tilth richt censored 
obaervatioos. 

^ Wage Ratio ■ Post-Oiaplaccrient Wase/Pre-dUplacwoent wage. Ratio calculated foi* rttnployed 
workers only. 



ERLC 



9 
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Table 2.9: 

Eaplo)«ent Status, tfa^ir; of iGblaMnMa« ard Wage Ctiaioes 
by Type of Ad^mx Koticc: FMlat 
(n " 1736) 





All 

All 


Ho 


deceived 




TvDe of Wotice 










Notice 


















Vnwpfttf^n 


yrlt^en (# aonths) 












<1 


15 


>2 


Total 


100. ox 


46.2% 


W.7X 


38.4X 


6.1X 


4. IX 


5. IX 




















Of . 1 


V** .o 


i/7. u 




67.0 


73.2 


73.0 










1^ A 


17.0 


11.3 


10.1 


UUl wT LBDOr rwivC 


in f% 

lO.O 


10 0 


17 L 


17 R 


16.0 


15.5 


16,9 


Weeks of Joblessness 


B 














< 1 


9.8 


8.1 


11.3 


10.0 


5.7 


16.9 


22.5 


1 - 4 


19.1 


20.1 


18.2 


18.2 


2U0 


19.7 


13.5 


5-12 


18.4 


20.5 


16.6 


17,5 


14.3 


15.5 


13.5 


13 - 26 


U.l 


13.0 


15.1 


16.3 


12.4 


12.7 


11.2 


27 - 52 


22.1 


21.1 


22.9 


21.9 


31 A 


22.5 


20.2 


> 52 


16.6 


17.2 


16.0 


16.1 


15.2 


12.7 


19.1 


Censorecr 


25.0 


25.9 


24.2 


24.2 


27.6 


22.5 


21.4 


Vaoe Ratlo^ 
















< 0.75 


28.3 


28.9 


27.9 


28.2 


31.2 


27.7 


22.4 


0.75 - 0.9 


12.4 


10.2 


14.2 


12.3 


26.2 


17.0 


'l2.1 


0.9 - 1.1 


23.1 


24.2 


22.1 


2?.l 


13.1 


31.9 


v^4.1 


1.1 - 1.25 


11.0 


9.6 


12.2 


13.6 


4.9 


6.4 


15.5 


> 1.25 


25.2 


27*1 


23.4 


23.9 


24.6 


17.0 


25.9 



* Wetk( of Joblessness c Iculated is 28 weeks for persons displaced In 1987 and with rioht censored 
observations. 

^ Wage Ratio « Post-0 isplacecnent -Jao^/Tre-displactfaent wage, tatfo calculated for rtesployed 
Morkers only. 



ERIC 
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T^le 2.10: 

a^Aoyvent Status, Weeks of Joblassncss« vxS Utffe Chano^s 
by Type of Ac^ance Motfce: Plant Cloainos 
Cn « 2115) 





All 


No 


Received 




TYP^ of Wot 5 


ce 






Workers 


fiotice 


fOT^ce 


















Unwritten 


Written C# nonths) 












<^ 


1-2 


>2 


lotfil 


100.0X 


^O.AX 


59.6X 


42.6X 


5. IX 


5. IX 


6.9X 


Enolovn>ent Status 
















Enployed 


75.3 


73.8 


76.A 


77.3 


70.1 


78.5 


73.3 


Unemployed 


12.7 


13.3 


12.3 


11.6 


15.0 




17.1 


Out of Labor Force 


12.0 


12.9 


11.4 


11.1 


15.0 


12.2 


9.6 


yeeks of Joblessness 
















< 1 


U.2 


11.0 


16.3 


16.6 


10.4 


15.0 


19.9 


1 - U 


23.0 


26.3 


20.7 


21.7 


17.9 


15.9 


2i>.6 


5-12 


17.A 


18.7 


16.5 


16.5 


20.8 


18.7 


11.6 


13 - 26 


U.7 


13.5 


115.5 


15.2 


17.9 


19.6 


12.3 


27- 52 


17.9 


16.3 


15.9 


17.7 


21.7 


19.6 


23.3 


> 52 


12.9 


U.2 


. 12.1 


12.3 


11.3 


11.2 


12.3 


Censored 


17.2 


17./, 


17.0 


16.A 


17.9 


17.8 


19.9 


Wage Ratio^ 
















< 0.73 


25.9 


30.5 


27.9 


28.6 


26.6 


29.6 


23.7 


0.75 - 0.9 


12.8 


12.5 


13.0 


12.3 


20.3 


9.9 


' U.4 


0.9- 1.1 


22.9 


23.5 


22.9 


22.3 


18.8 


33.8 


20.6 


1.1 - 1.25 


12.0 


9.2 


13.9 


13.9 


6.3 


12.7 


19.7 


> 1.25 


23.A 


2A.9 


22.A 


22.9 


28.1 


U.I 


21.7 



* Vec^ '>f Joblessness calculated as 28 weeks for persons displaced in 1987 and with rieht censored 
c^^<rvations. 

^ Wage Ritio « Posv^)isplacen«nt Wage/Pre-displacefuent wage. Ratio calculated for reenpUyed 
workers only. 



ERLC 
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C^ployBcnt Status, IMcs of 4dblmmt%s, mnd Itoge Chanees 
Type of AdMBnc» Slot fee: Uyoffs 
(n « 1943} 





Alt 


No 


fttceived 




Tvoe of Hotlce 






Workers 






Unwritten 


Written (i acntha) 












<1 


1:2 


>2 


Total 


lOO.OX 


5A.2X 


A5.8X 


32. 8X 


7.3X 


2.9X 


2.8X 


Eirplovront Status 
Enployed 


70.9 


69.6 


72.A 


71.1 


7A.7 


'80.4 


72.7 


Uncnployed 


18.2 


19.2 


17.1 


17.7 


16.2 


10.7 


18.2 


Out of Labor Force 


10.9 


11.2 


10.6 


11.2 


9.2 


8.V 


9.1 


Weeks of Joblessness 


a 














< 1 


9.A 


8.A 


10.6 


9.6 


7.8 


18.2 


21.8 


1 - A 


20.9 


20.A 


21 .A 


21.8 


2A.8 


21.8 


7.3 


5-12 


19.0 


21.1 


16.6 


17.5 


17.0 


9.1 


12.7 


13 - 26 


lA.A 


1A.3 


U.5 


15.6 


10.6 


10.9 


';4.6 


27 - 52 


?3.6 


23.1 


2A.2 


2A.2 


2A.1 


27.3 


21.8 


> 52 


12.7 


12.7 


12.7 


11.3 


15.6 


12.7 


21.8 


Censored 


21.6 


21.8 


21.A 


21.7 


22.0 


14.6 


23.6 


Vaqe Ratio^ 
< 0.75 


30.1 


30.6 


29.5 


28.9 


28.3 


35.1 


33.3 


0.75 • 0.9 


12.2 


11.5 


13.1 


10.7 


20.7 


18.9 


12.1 


0.9 - 1.1 


2A.1 


23.9 


2A.3 


25.1 


18.5 


24.3 


30.3 


1.1 - 1.25 


10.0 


10.3 


9.7 


10.7 


7.6 


5-4 


9.1 


> 1.25 


23.6 


23.7 


23.5 


2A.6 


25.0 


16.2 


15.2 



• Weeks of Joblessness calculated as 28 weeks for persons displaced in 1987 and with right censored 
observations. 

^ Wage katio « Post^isplaceoent Wage/Prr-displacw ^ wage. Ilatio calculated for rtanployad 
workers only. 
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Tdt>te 2.12: 

BiployKnt SUtUK« UMk< of Joblcftsnfiss« vxi Uage C^r1ee8 
by Type of Advance Notice: Uhitcs 

(n I' 3529) 





All 

All 


NO 


Received 




Tvoe of Notice 






Workers 


Notice 




















Unwritten 


Written (# ponths) 












<1 


15 






100. OX 


^6.6X 


53 .4X 


38.6% 


5.9X 


3.9X 


5.0% 


girplovwot Status 














72.0 






r ^ . c 


75.7 


75.9 


74.2 


81.3 


Unc(Tptoycd 






13.3 


13.1 


13.4 


7.9 


18.9 




11.A 


11.8 


11.0 


11.0 


12.4 


10.8 


9.1 


Weeks of Joblessness 


8 














< 1 


12.7 


10.A 


U.7 


U.A 


9.6 


18.1 


20.0 




22.2 


23.A 


21.1 


22.0 


21.2 


17.4 


17.1 


5-12 


18.7 


20.8 


17.0 


17.6 


18.8 


16.0 


10.9 


13 - 26 


15.0 


U.5 


15.5 


15.6 


15.4 


16.7 


13.1 


27 - 52 


19.7 


18.8 


20.4 


19.7 


22.1 


20.3 


23.4 


> 52 


11.8 


12.2 


11.5 


10.7 


13.0 


11.6 


15.4 


Censored 


17.A 


17.5 


17.3 


16.0 


17.3 


'if .2 


21.1 


yeqe Ratio^ 
















< 0.75 


29.7 


30.3 


29.1 


2?..7 


27.8 


35.3 


30.0 


0*75 - 0.9 


12.7 


12.4 


12.9 


11.7 


21.1 


11.8 


*13.6 


0*9 - 1.1 


23.3 


23.6 




23.1 


19.6 


31.2 


20.0 


1.1 - 1.25 


10.7 


9.5 


n.7 


12.3 


6.8 


8.6 


14.6 


> 1.25 


7Z.7 


2A.3 


23.2 


2A.0 


24.8 


15.1 


21.8 
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• Weeks of Joblessness calculated as 28 weeks for F^^rsons displaced in 1987 and with right censored 
observations. 

^ WsQe «>-tio « PostH)isplacet«nt Wige/Pre-displacinient wage. Ratio calculated for reeflployed 
♦lorkers only. 
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Table 2.13: 

Eiployvent Status, lledLS of JoblMsness, and Uaoe Changes 
bf Type of hi^nrct Notice: HonUiites 
(n « 529) 





All 


No 


Received 




TvDe of Notice 






Workers 


Notice 


l<9t^ce 


















pnwrftten 


yritten (# Konths) 














2zi 




Total 


100. OX 


50. IX 


A9.9X 


32.9X 


f .0* 






Enolovnent Status 
















Enployed 


6'..1 


60.8 


67.4 


66.1 


65.0 


66.7 


80.8 


Urvemployed 


23.8 


26. A 


21.2 


21.8 


27.5 


20.8 


7.7 


Out of Labor Force 


12.1 


1^.8 


11.4 


12.1 


7.5 


12.5 


11.5 


yeek$ of Joblessness 


a 














< 1 


6.7 


4.6 


8.8 


8.1 


5.1 


^.2 


23.1 


1 - A 


20.7 


21.0 


20.3 


19.8 


25.6 


20.8 


15.4 


5 - 12 


1A.5 


15.7 


13.4 


11.6 


18.0 


12.5 


19.2 


13 - 26 


11.3 


10.3 


12.3 


13.4 


f.1 


16.7 


11.5 


27 - 52 


27.2 


27.9 


26.4 


26.2 


28.2 


53.3 


19.2 


> r 


19.7 


20.6 


18.8 


20.9 


18.0 


12.5 


11.5 


Censored 


31.9 


34.0 


29.9 


30.8 


35.9 


25.0 


19.2 


• . b 

^.oge Hot 10 
















< 0.75 


28.0 


31.9 


24.2 


2o.^ 


26.1 


20.0 


* 5.0 


0.75 - 0.9 


11.5 


9.0 


13.7 


11.6 


'if.L 


29.0 


15.0 


0.9 - 1.1 


2A.6 


22.9 


26.1 


26.3 


13.0 


26.7 


40v0 


1.1 - 1.25 


13.8 


11.8 


15.7 


13.7 


8.7 


20.0 


30.0 


> 1.25 


12.2 


24.3 


20.3 


20.0 


34.8 


13.3 


10.0 



* Weeks of Joblessness calculated as 26 weeks for persons diSF..iced fn 198V and with right censored 
observations. 

^ Wage Ratio s Post-0 isplacefnent Uage/Pre^-displacement wage. Ratio calculated for rtaoployed 
workers only. 
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Table 2.U: 

&9toy«ent Status, Weeks of Jobl^mu, and Utoe Chinees 
by Type of k^MKt Itotfce: Uhfte ColUr 
<n « 2545) 





All 


No 


Ktceived 




Tvoe of 


Wot ice 




























^^nw'*{ tten 


Written (# ■onths) 












<1 




>2 


Total 


100.0% 


4^.4X 


51. 6X 


36.9X 


5.4X 


4.2X 


5. IX 


frDlovment Status 














74.1 


Enpl oyed 


7T.A 


70.4 


72.4 


72.2 


68.8 


76.4 


Unemployed 


11.9 


12.7 


11.1 


11.1 


11.6 


9.4 


12.2 


Out of Labor Force 


16.7 


16,9 


16.5 


16.7 


19.6 


14.2 


13.7 


yeeks of joblessness 


a 












23.7 


< 1 


13.0 


10.4 


15.4 


U.4 


9.5 


21.0 


1 - A 


21.3 


23.0 


19.6 


20.6 


18.3 


19.1 


14.5 


5-12 


18.9 


21.4 


16.8 


ir.o 


21.2 


16.2 


10.7 


13 - 26 


13.5 


12.8 


14.1 


14.5 


11.7 


14.3 


13.7 


27 - S2 


19.1 


18.5 


1^.8 


19.6 


22.6 


18.1 


19.1 


> 52 


U.2 


13.9 


14.4 


13.S 


16.6 


11.4 


18.3 


Censored 


20.5 


20.1 


20.8 


20.4 


24.1 


17.1 


22.9 


. b 
Uaae Ratio 
















< 0.75 


28.8 


27.9 


29.6 


30.3 


30.4 


25.8 


27.4 


0.75 - 0.9 


12.1 


12.0 


12.2 


10.5 


15.2 


16.7 


* 16.7 


0.9 - 1.1 


24. A 


24.9 


23.9 


23.5 


22.8 


28.8 


23.8 


1.1 - 1.25 


10.2 


8.9 


11.3 


11.3 


7.6 


12.1 


14.3 


> 1.25 


24.6 


26.3 


25.0 


24.4 


24.1 


16.7 


17.9 



• Weeks of Joblessness calculated as 26 weeks for persons displaced in 1987 and wfch right censored 
observations. 

^ Wage Ratio • Post-Oisplacement Wace/Pre-displac««nent wcge. Ratio calculated for reenployed 
workers only. 



W.e 2*15: 

fE^iloywsnt Status, Ue«ks of Idbimsmu^ «ti U»9e CVutf«es 
by Ty:^ of Advance Notice: tlue Collar 
<n » 1513) 





All 


No * 


Kecaived 




yvoe of WotUe 






yprkers 


Kottce 


lfot;ce 


















Unupftten 


Vri^ten (f iRXiths) 












<1 


li2 


>2 




inn nr 
iuu.ua 


LL TX. 




XQ 5% 


7.3X 


3.8X 


4.6X 




















76 1 

f w. 1 


73-A 


78. A 


78.8 


77.5 


84.2 


71.4 




21.2 


23.6 


19.3 


18.9 


20.7 


10.5 


27.1 


UvJi OT Lfipor rorce 


^ .0 


T n 
^. u 






1.8 


5.3 


1.4 


Weeks of Joblessriess 


B 














< 1 


10.1 


8.2 


11.7 


1 5 


8.2 


7.0 


14.3 


1 - A 


23.1 


23.0 


23.2 


23.6 


26.4 


15.8 


21.4 


5-12 


16.8 


17.6 


16.2 


16.7 


15.5 


14.0 


14.3 


13 - 26 


16.2 


15.8 


16.5 


16.7 


16.4 


21.1 


11.4 


27 - 52 


23.1 


23.0 


23.2 


21.7 


23.6 


29.r. 


30.0 


> 52 


10.6 


12.A 


9.2 


8.9 


10.0 


12.3 


8.6 


Censored 


17.A 


19.3 


15.8 


15.7 


15.5 


15.8 


17.1 


Wege Rutlo*^ 
















< 0.75 


30.5 


34.9 


27.1 


26.5 


?4.7 


40.5 


23.9 


0.75 - 0.9 


13.2 


11.9 


U.2 


13.2 


2C<.0 


7.1 


8.7 


0.9 - 1.1 


22.1 


21.2 


22.8 


23.4 


14.3 


33.3 


21.7 


1,1 - 1.25 


12.5 


11.2 


13.A 


U.5 


6.5 


7.1 


21.7 


> 1.25 


21.9 


20.9 


22.6 


22.A 


28.6 


11.9 


23.9 



* Ue«ks of Joblestntss calculated as 28 wttks for peraont dfaplaced fn 1987 and with rfoht censored 
obcervfiticns. 

^ Wage Katio « Post^laplacetnent Vage/Pre-^isplicement wage* ftatio calculated for reetployed 
workers only. 
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Chapter 3: 
Determinants of Advance Notice 



In this chapter, we use binary and ordered probit methods to investigate 
which worker, firm, and geographic characteristics are associated with high 
probabilities of receiving various types of advance notice. This analysis 
(and the methods used throughout this study) r.re essentially descriptive in 
r^ature, given that no structural model of the advance notification process is 
constructed. As such, the findings may suggest which factors "cause" advance 
notice, but can not definitively ascertain causation. The more thorough 
understanding of who receives advance notice provided by this research, 
however, is an essential prerequisite to building a structural model. The 
role of endogenousl> provided advance notice is explicitly studied in chapter 
6. This represents an important further step towards a more comprehensive 
framework in which causation can be determined. 

We begin by briefly describing the probit and ordered probit estimation 
techniques used in this chapter. A latent variable representing the 
propensity for receiving advance notice is defined by: 
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(3.1) N* « Z)3 + /i, 

where N* is the latent variable, Z a vector of regression covariates, and /i an 
error term which is distributed N(0,1). In the binary model, the dummy 
variable N is equal to 1 if the requisite type of advance notice is obtained 
and N equals 0 if it is not. The nonrestrictive normalization 

1 > 

(3.2) N - if N* 0 , 

0 ^ 

47 
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is typically used. 

This implies that 



1 > 
(3.3) N « if /I -Z^. 

0 S 



With individual data, this model is estimated using maximum likelihood 
iierhods. The probability that N equals 1 [0] is F(.) (1 - F(.)], for F(.) the 
c.d.f. of the standard normal distribution evaluated at Z)3. The log- 
likelihood function is therefore: 

(3. A) UP) - S ln(l F(.)] + Z lnF(.) 

and positive p coefficients imply increased probabilities of receiving notice 
The ordered probit case is only slightly more complicated. Consider the 
situation with three discrete outcomes which have a natural ordering (i.e. no 
written notice, written notice of less than k months, written notice of 
greater than k months). The same latent variable framework as in (3.1) is 
employed, however in this case, observed outcomes are: 

2 N* 2: k p a: k -Z^ 

(3.5) N - 1 if 0 < N* < k or k - > p > -Z^ . 

0 N* :s 0 5 -Z^ 



Maximum likel/ 3 is again used to estimnte the regression coefficients. 
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3.1 Full Sample Results 

Probit and ordered probit results on the probability of receiving various 
types of advance notice are presented below. In order to insure that the 
estimated coefficients are not sensitive to the particular set of included 
Independent variables, preliminary regressions were estimated using a variety 
of covariates. Results of these runs are summarized in Tables 3.1 and 3.2. 

The dependent variable EXPECT indicates whether respondents received 
notice of or otherwise expected their displacements (see Table 3.1). In Table 
3.2, WRITTEN, shows whether respondents were notified of the job termination 
in writing. The tables show coefficient signs for covariates in each of 8 
specifications and indicate ranges of values for the associated t statistics. 
A blank ^pace indicates that the covariate was excluded from the regi'cssion in 
question. In model 1, the only regressors are personal characteristics (age, 
education, sex, etc.). Subsequent models include more comprehensive controls, 
with model 8 containing a total of 165 independent variables including a 
complete set of industry, occupation, state, and year dummy variables, 
personal traits, individual/firm characteristics, and area unemployment rates. 

The tables reveal a striking stability of the coefficient estimates 
across regression regimes. Therr Js only one where a variable which is 
statistically significant In one regression takes the opposite sign In 
another.^ In addition to stability of the coefficient signs, the t statistics 

^ The exception is job tenure in Table 3.1. The coefficient on this 
variable is significantly positive in model 1 but becomes statistically 
insignificant when hours of vork, the reason for displacement, and health 
insurance coverage are controlled for. In one regression (model A) the 
coefficient is insignificantly negative. 
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are generally similar across models. For instance, the regression coefficient 
is more than twice the standard error for health insurance coverage and for 
the plant closing dmrny variable in all 8 models. This implies that there is 
considerable flexibility in the choice of supplemental regrcssors. 

The remainder of this chapter describes estimates of model 3. This 
represents a compromise between parsimony and completeness. Covariates are 
included for individual traits ^ person/firm characteristics, as well summary 
measures of industry, occupation, and geographic factors. The full set of 
industry, occupation, area, and year dummy variables is exclxided, since these 
add little predictive power while dramatically reducing degrees of freedom. 

Table 3.3 presents full sample estimates of the binary and ordered probit 
models. EXPECT and WRITTEN have already been defined. WRITGTl (WRITGT2) are 
dependent variables equal to 1 if written notice of greater than 1 month (2 
months) is received and to 0 otherwise. ADVTIME, the dependent variable in 
the ordered probit model, is equals 0 in the absence of written notice and is 

set to 1, 2, and 3, respectively, for formal notice of <1, 1 to 2, and >2 

2 

months duration. 

Individuals covered by group health insurance, married workers, females, 
and especially workeri. Involved in plant closings are m^>re likely than their 
counterparts to have anticipated their displacements (see column 1). The same 
is true for persons displaced from highly unionized Industries or occupations, 
and for those residing in states with mandatory advance notice regulations. 
On the other hano, Voluntary programs encouraging advance notice have no 
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2 Because of the high multicollinearity , the ordered probit model did 
not converge- when the "all set of covariates was Included. Some Independent 
O . variables were therefore excluded from the ordered probit estimates. 
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statistically discernible effect and there is no evidence that state 
unionization rates, right-to-vork lavs, or the area xmemployinent rate affect 
advance notice propensities. 

These results are largely consistent with the descriptive findings in 
Chapter 2, although the importance of race, industry growth rates, and 
occupation unemployioent rates decline once other factors are controlled for. 
The small and insignificant coefficient on the earnings residual also confirms 
Ebrenberg & Jakubson (1988) finding that notified workers do not "pay" for 
advance notice by receiving a negative compensating wage differential cn the 
predisplacement job. 

Factors which raising the probability that displacements are expected 
also generally increase the propensities of receiving formal advance notice. 
Thus, written notice and lengthy prenotif ication is more common for females, 
workers involved in plant closings or covered by group health insurance plans, 
highly unionized occupations, and states with mandatory advance notice 
provisions (see columns 2 through 5). Preseparation employment in a highly 
unionized industries raises the probability of receiving short but not lengthy 
durations of written notice. 

Increasing seniority raises the probability of being formally notified 
far more than it increases the more general awareness of impending 
displacements. Persons obtaining written notice receive significantly higher 
wages than their counterparts. This means that workers not only do not "pay" 



^ Ehrenberg & Jakubson also indicate the positive effect of health 
insurance coverage and the industry unionization rate on advance notice 
probabilities. They do not examine whether there is a separate plant closing 
effect. 



ERIC 

il^HlfflffTlliiU 



for fornal notice, they are actually receive a wage prcmiiam prior to obtaining 
it. The union effect is also larger for written than general notification and 
members of multiple earner households have high relative probabilities of 
being formally warned. Finally, slack local labor xnarketc or high occupation 
unemployment rates reduce the probability of obtaining written notice. 

3.2 Demographic Group Differences 

Tables 3. A through 3.6 display coefficient estimates for the probit and 
ordered probit regressions on cubsamples stratified by gender and reason for 
displacement. The positive effect of health insurance coverage on 
notification probabilities is uniformly large for all types of advance notice 
and across subsamples. Displacement due to plant closings, however, raises 
the likelihoo of prenotification much more for males than females 

There are a number of other important demographic group differences. 
Education increases the probability of receiving substantial written notice 
for males and laidoff workers but not for those involved in plant closings or 
females. Harried women and laidoff workers are less likely than their 
counterparts to be receive early warning (particularly formal notice) but 
members of these groups with positive preseparation \ta^^^ residuals obtain 
written announcements relatively frequently. 

Displacement du^ to plant closings raises probabilities laore for males 
than females, as does being the hoad of household. The number of children, 
however, is positively related to written notice probabilities for females but 
not males. Blacks appear less likely than whites to be notified prior to 
O layoffs but the reverse may be true before plant closings. 
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Interestingly, the impact of mandatory state regulations is concenrrated 
on workers involved in partial layoffs. This probably occurs because firms 
closing plants are more likely to notify their employees in the absence 'of 
legislated requirements. Similarly, written notification becomes more likely 
prior to layoffs, but not plant closures, as the industry unionization and 
employment growth rate increases. 

3.3 Sumaary and Implications 
«» 

Although a full understanding of the determinants of advance notice must 
await the development of a comprehensive model of layoffs, the results in this 
chapter are informative. Some are expected, such as that unionized and high 
seniority workers receive notice more often than other groups. Others are 
less easy to explain. For example, it is not clear why displaced workers in 
multiple earner families are prenotified more frequently than .those providing 
sole financial support. 

One of the most interesting findings is that workers do not pay for 
advance notice by receiving a negative compensating wage differential. To the 
contrary, desirable working conditions and advance notice often go together. 
Prenotified individuals are relatively likely to have worked in jobs providing 
group health insurance coverage and those with written advance notice actually 
received positive wage residuals in their former positions. 

A number of factors (i.e. state level regulations, education, and high 
industry unionization or employment growth rates) raise advance notice 
propensities prior to partial layoffs but not plant closing . This, combined 
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with ttore frequent notice for workers involved in plant shutdowns, suggests 
that p^jnotification is more often viewed as a cho'xc decision by employers in 
the case of mass layoffs than for plant closings. It also Implies that the 
recently approved federal legislation is likely to i:ncr^ase notification rates 
more for the former group than for the latter. 

Finally, there are important genc-r differences in advance notice 
propensities. As with male/female differentials in wages and working 
conditions, a full explanation of these disparities is likely to be difficult 
to obtain but probably includes some combination of choice and uiscrimination. 
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Keoressor 



EXPSQ 

EDUC 

£DUC5Q 

TENURE 

TENURESQ 

MARRIED 

HEAD 

FEKALE 

BLACK 

CTKR RACE 

NUHCHILD 

tiUHEARH 

FR7PREV 

HLTH INS 

CLOSING 

RESID 

S7EUNI0N 

URATE 

AREARATE 

IKDCHC 

OCCRAVE 

IKDUNICM 

OCCUNIOM 

KANDSTE 

VOLSTE 

UIPRDB 






Table 3.1: Sun 


■ry tesults of Probft Regressions 










ttperdetil Variable « EXPECT (n « 


3577) 












Hodel 












C2> 


13) 


C4) 


(5) 


C6> 


17) 


Co) 






♦ 








♦ 


♦ 








. 1 










♦ 
























































•> 


























^3 


Is 








Is 


^ 1 




^ 1 


_ 1 


^ 1 












^ 1 


_ 1 


^ 1 


^ 1 


_ •« 


_ 1 




1 


1 


_ 1 


^ 1 


^ 1 


_ 1 


_ 1 



♦ 



♦ 
♦ 



f Ind Durnsies 


0 


0 


0 


0 


2 


19 


47 


47 


# Occ " 


0 


0 


0 


C 


2 


12 


a 


44 


« Year 


0 


0 


0 


0 


0 




4 




S State « 


0 


0 


0 


0 


0 


0 


0 


50 




57.75 




184.30 


184.97 


187-52 


253.77 


277*42 


.:2i.oi 




13 


17 


27 


28 


31 


58 


119 


165 



greater than 1.0 
greater than 1.5 
T statist ic is greater than 1.75 
T statistic is greater than 2.0 



^ T statistic is 

^ T statistic is 

3 

4 
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Kegressor 



Ttble 3.2: Suesarv Bteults of Probit lcsr«uiont 
Dependent Vari^lc « URITTEN (n > 3377) 

Hodel 
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hnimiimrfTiama 







<2> 


(3> 




(5> 


(6> 


C7> 


(8> 


EXP 




1 


^ 1 


- 


1 


^ 1 


1 


1 


EXPSQ 


♦ 




♦ 


♦ 










EOUC 


- 


- 


- 


- 


- 




- 


- 


EOUCSQ 




♦ 


♦ 












TENURE 






4 






4 






TENUPESQ 




4 


4 




4 




4 




KARRIED 


? 


2 




1 




^ 1 


. 2 


^ 1 


HEAD 


1 




2 


2 


2 


2 




2 


FEMALE 


3 


4 


4 


4 


4 


2 


3 


3 


BLACK 


















OTHR RACE 
















*2 


KUKCKllD 








1 










UUHEARK 




3 


4 


3 


4 


3 


3 


3 


PRTPREV 








3 


♦ 


♦ 






HLTH INS 












*^ 


I'' 




CLOSING 








*^ 




*^ 


*^ 




RESIO 












*^ 


*^ 




STEUNIOf}) 












*2 






RTUOR)C 






^ 2 




_ 2 




2 




URATE 


















AREARATE 






_ 1 


^ 1 


_ 1 


^ 1 


_ 3 




IMOCHG 










*2 








OCCRATE 






♦ 












lUDUNIOK 


















OCCUNION 










*2 








KAKD5TE 








*2 






VOLSTE 






♦ 












UIPROB 


















Ind Dimies 


0 


0 


0 


0 


2 


19 


47 


47 


f Occ " 


0 


0 


0 


0 


2 


12 




44 


f Year " 


0 


0 


0 


0 


0 






4 


0 State « 


0 


0 


0 


0 


0 


0 


0 


50 


-2L 


100.72 


159.70 


190.07 


1W.08 


190.69 


2ft9.24 


321.53 


. 1.30 


D.F. 


13 


17 


27 


28 


31 


SB 


119 


165 



T statistic is greater than 1.0 
T statistic is greater than 1.5 
T statistic is greater than 1.75 



0<J 
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Ti0le 3.3: 

Advance Notice ^robit Icgrttstons: All Uorkers 
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PiMPY PPobU Estimates 




Ordered 












problt Estima 


flegressop 


Expect 


Written 


WritQtl 


Wrftat? 




EXP 


5.5E-3 


-0.016 


-0.018 


-0.018 


-8.6E-3 




(0.57) 


(1.33) 


(1.31) 


(1.06) 


(2.65) 


EXPSO 


-1.9E-A 


1.7E-4 


2.2E-4 


2.1E-4 






(0.88) 


(0.65) 


(0.71) 


(0.55) 




EOUC 


V.OE-S 


-O.OU 


-0.118 


-0.155 


0.021 




(0.17) 


(0.22) 


(1.64) 


(1.77) 


(1.64) 


EOUCSQ 


-1.3E-A 


1.6E-3 


5.6E-3 


6.9E-3 






(0.06) 


(0.64) 


(2.00) 


(2.02) 




TENURE 


3.2E-3 


0.044 


0.062 


0.059 






(0.33) 


(3.99) 


(4.80) 


(3.78) 


(5.41 ) 


7ENSQ 


2.AE-A 


-8.3E-4 


-1.2E-3 


-V.4E-4 






(0.71) 


(2.16) 


(2.68) 


(1.85) 




MARRIED 


0.107 


-0.113 


-0.150 


-0.168 


—0 • OVo 




(1.76) 


(1.51) 


(1.69) 


(1.55) 


(1.3',> 


KEAD 


"0.038 


0.123 


0.089 


-0.036 


0.118 




(0.64) 


(1.64) 


(1.00) 


(0.32) 


(1.55) 


FEHAIE 


0.112 


0.207 


0.171 


0.155 


D,if7 




(1.91) 


(2.83) 


(1.97) 


(1.41) 


(2.42) 




-0.103 


0.043 


0.061 


0.029 


U.03A 




(1.A0) 


(0.48.) 


(0.57) 


(0.20) 


(0.38) 


OTHRACE 


-0.182 


0.281 


0.190 


0. ioV 






(1.A3) 


(1.97) 


(1.14) 


(0.95) 


(1.46) 




-0.021 


0.024 


0.022 


4.4E-3 


n 

U .U 19 




(1.06) 


(1.02) 


(0.78) 


(0.12) 


* /ft JLX \ 

(0.63) 


NUNEARK 


0.020 


0.070 


0.097 


0.150 






(0.78) 


(2.28) 


(2.69) 


(3.48) 


(2.74) 


PRTPREV 


0.212 


0.108 


0.157 


0.070 


ft ftOC 




(2.A6) 


(0.94) 


(1.12) 


(0.35) 


/ft fiT\ 


HINS 


0.331 


0.385 


0.369 


0.519 






(6.05) 


(5.36) 


(4.15) 


(4.14/ 




CL0SU6 


0.355 


0.167 


0.408 


0.453 


0.223 




(8.05) 


(3.07) 


(6.14) 


(5.30) 


(3.95) 


KESID 


-0.033 


0.137 


0.165 


0.112 


0.131 


(0.66> 


(2.16) 


(2.16) 


(1.14) 


(2.03) 


STEUNION 


3.7E-3 


6.7E-3 


7.1E-3 


0.018 


8.8E-3 




(0.95) 


(1.41) 


(1.27) 


«.52) 


(1.91) 




0.044 


-0.121 


-0.246 


-0.148 


-0.129 




(0.71) 


(1.5A) 


(2.61) 


(1.21) 


(1.$8) 


URATE 


1.0E-3 


-3.9E-3 


-4.5E-3 


7.2E-3 


2.9E-3 




(O.OA) 


(0.14) 


(0.14) 


(0.17) 


(0.11) 


AREARAtE 


-9.3E-3 


-0.D16 


-0.017 


-0.042 


-0.023 




(0.87) 


(1.19) 


(1.08) 


(2.13) 


(1.73) 


II20CHG 


0.015 


0.023 


2.0E-3 


-0.022 


-4.8E-3 




(1.29) 


(1.58) 


(0.11) 


(1.00) 


(0.46) 
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OCCRATE 
IKDUUION 
OCCUNIOM 
lUUOSTE 

VOLSTE 



e.5E-3 
(0.$4> 

6.0E-3 
(2.55) 

4.0E-3 
(1.77) 

0.251 
(1.81) 

0.073 
(0.88) 



9.2E-3 
(0.73) 

6.1E-3 
(2.12) 

A.5E-3 
(1.57) 

0.219 
(1.A3) 

0.058 
(0.62) 



-0.031 
(2.05) 
-1.6E-3 
(0.46) 

5.8£-3 
(1.69) 

0.243 
(1.A1) 

1.8E-3 
(0.02) 



-0.057 
(2.74) 
-3.2E-3 
(0.73) 

9.0E-3 
(2.02) 

0.253 
(1.22) 

0.094 
(0.75) 



0.010 
(0.99) 



0.251 

a. 71) 

0.06A 
(0.71) 



Dep. Nean 



0.S30 
0.078 



0.160 
-1.060 



0.094 
-1.;56 



0.051 
-1.892 



(1) 



(2) 



(3) 



(4) 



(5) 



Notes: 

1. Regressions estimated by maxirrun likelihood probit. Absolute values of ssynptotic T statistics in 
parentheses. 

2. Binary Probit Dependent Variables (equal one if): 

^xpect t expected displdccment (whether notice was formal or informal). 
Written ; written advance notice wbr received. 
Writgtl : more than one month's written advance notice received. 
WritQt2 ; more than two month's written advance notice received. 

3. Ordered Probit Dependent Variable : 

Advtime » 0 if no written advance notice received; 

« 1 if leas than one month written advance notice received; 

« 2 if between one and two months written advance notice received; 

« 3 if 9reater than two months written advance notice received. 

4. Some variables are ttxcluded from the on^red probit model because of their high coUinearity with other 
included variables. 
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Adv«e notice efmry Frobft tcgrc^ionc: 
Pcpendcnt Variable « EXPECT 



EXP 

EXPSO 

EDUC 

EDUCSQ 

TENURE 

TcNSQ 

MARRIED 

HEAD 

F^KAIE 

SLACK 

OTHRACE 

ULIHCKILD 

MUMEARM 

PRTPREV 

KINS 

CLOSING 

RESID 

STEIMIOM 

KTWORi: 

URATE 



tales 

(0.21) 
-9.3E-5 
(0.32) 
0.033 
(0.50) 

(0.3A) 
2.7E-3 
(0.22) 
2.8E-A 
(0.68) 
0.213 
(2.12) 
-0.118 
(1.07) 



-0.078 
(0.75) 
-0.162 
(0.95) 
-0.0A5 
(1.69) 
-2.3E-3 
(0.07) 
0.28A 
(1.73) 
0v361 
(A.77) 
0.323 
(5.5C) 
-0.057 
(0.86) 
-2.7E-3 
(0.51) 
-0.028 
(0.33) 
0.019 
(0.63) 



females 

0.016 
(l.U) 
-3.3E-^ 
(1.03) 
-0.039 
(0.45) 

1.6E-3 
(0.48) 

5.2E-3 
(0.30) 

3.2E-4 
(0.41) 

0.166 
(1.32) 

0.077 
(0.61) 



-0.159 
(1.48) 
-0.209 
(1.07) 
-1.5E-4 
(0.01) 
0.035 
(0.90) 
0.218 
(2.01) 
0.305 
(3.78) 
0.411 
(6.0?) 
0.042 
(0.52) 
0.012 
(2.01) 
0.131 
(1.37) 
-0.016 
(0.43) 



f\ftnt Ctosinqs 
0.019 

(1.3b) 

-^.2E-4 
(1.40) 
6.0E-3 
(0.09) 
-1.7E-4 
(0.07) 
6.7E-3 
(0.53) 
9.1E-5 
(0.21) 
0.193 
(2.28) 
3.0E-3 
(0.04) 

0.123 
(1.51) 

0.010 
(0.10) 
-0.091 
(0.52) 
-0.053 
(1.95) 

7.5E-3 
(0.21) 

0.228 
(1.86) 

0.372 
(4.89) 



-0.090 
n.28) 

1.7E-3 
(0.31) 

0.051 
(0.57) 

0.027 
(0.86) 



-^.5E-3 
(0.32) 
-3,6S-5 
(0.11) 

0.019 
(0.20) 
-2.4E-4 
(0.07) 
-2.2E-3 
(0.15) 

5.7E-4 
(0.96) 

0.025 
(0.28) 
-0.103 
(1.17) 

0.075 
(0.87) 
-0.251 
(2.28) 
-0.298 

(1.57) 

0.012 

(0.41) 
0.043 

(1.16) 
0.183 

(1.47) 
0.303 

(3.78) 



0.021 
(0.28) 

5.9E-3 
(1.07) 

0.012 
(0.13) 
-0.024 
(0.74) 



r ® 
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AREARAtE 

IKDCHG 

OCCRAtE 

IKDUNION 

OCCUNIOM 

MAKOSTE 

VOISTE 



-0.039 
(2.75) 

3.4E-3 
(0.24) 

0.013 
CI. 03) 

4.3E-3 
(1.42) 

4.7E-3 
(^.64) 

0.032 
(0.17) 

0.102 
(0.93) 



0*034 
(2.02) 

0.D38 
(1.88) 

1.2E-3 
(0.07) 

0.010 
(2.56) 

4.2E-3 
(1.07) 

0.539 
(2.51) 

0.043 
(0.34) 



-0.035 
(2.34) 
-1.0E-3 
(0.06) 

3.AE-3 
(0.23) 
-1.8E-3 
(-0.55) 

1.1E-3 
(0.35) 

0.017 
(0.09) 

0.121 
(1.08) 



0.019 
(1.21) 

0.040 
(2.45) 

0.011 
(0.76) 

0.016 
(4.44) 

8.4E-3 
(2.53) 

0.440 
(2.18) 

0.014 
(0.11) 



Dep. Mean 



0.526 
0.069 



0.535 
0.093 



0.594 
0.245 



0.459 
-0.109 



See Table 3.3 for descriptive information. 
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Table 3.S: 

Advne Itotlce iimry Probit tegrmions: 
Dcperdent Variable « URIHEM 



feqressor 

EXP 

EXPSQ 

EDUC 

EOUCSQ 

TENURE 

TENSQ 

HARRIED 

HEAD 

FEMALE 

BLACK 

OTHRACE 

NUKCKUD 

MUKEARN 

PRTPREV 

KINS 

CLOSING 

RESID 

STEUNION 

«TUOR)C 

tPATE 



Wales 

-0.026 
(1.58) 

A.IE-^ 
(1.11) 

0.M7 
(0.52) 
-2.0E-A 
(0.06) 

0.057 
(3.93) 
-1.2E-3 
(2.62) 
-0.037 
(0.30) 

0.257 
(1.77) 



-0.015 
(0.11) 
0.349 
(1.87) 
-0.018 
(0.55) 

0.050 
(1.U) 

0.U4 
(0.67) 

0.284 
(2.79) 

0.200 
(2.76) 

0.016 
(0.20) 

2.3E-3 
(0.35) 
-0.219 
(2.r 
-0.02. 
(0.68) 



Females 

-<;.0£-3 

(0.22; 

-^.2E-5 

(0.16) 

-0.095 

(0.98) 

4.0E-3 
(1.06) 

0.026 
(1.31) 
-2.1E-4 
(0.25) 
-0.332 
(2.23) 
-0.081 
(0.54) 



0.071 
(0.56) 
0.184 
(0.82) 
0.077 
(2.13) 
0.0B9 
(1.89) 
0.212 
(1.46) 
0.487 
(A.71> 
0.131 
(1.55) 
0.344 
(3.32) 
0.011 
(1.51) 
-0.011 
(0.09) 
0.021 
(0.48) 



plant Closings 

-0.024 
(1.46) 
4.1E-4 
(1.18) 
-0.021 
(-0.27) 
1.8E-3 
(0.58) 
0.052 
(3.57) 
-1.1E-3 
(2.38) 
-0.077 
(0.76) 
0.111 
(1.10) 
0.146 
(1.48) 
0.144 
(1.22) 
0.298 
(1.52) 
0.028 
(0.87) 
0.034 
(0.81) 
-0.071 
(0.43) 
0.424 
(4.37) 



0.011 
(0.12) 

7.2E-3 
(1.08) 
•0.162 
(1.50) 

7.7E-3 
(0.20) 



Layoffs 

1.8E-4 
(0.01) 
-3.1E-4 
(0.71) 

0.110 
(0.71) 
-2.6E-3 
(C.46) 

0.032 
(1.78) 
-2.5E-4 
(0.36) 
-0.160 
(1.42) 

0.139 

(1.:^) 

0.267 
(2.43) 
-0.112 
(0.79) 

0.247 
(1.15) 

0.015 
(0.41) 

0.126 
(2.73) 

0.288 
(1.74) 

0.339 
(3.10) 



0.311 
(3.24) 

7.5E-3 
(1.08) 
-0.058 
(0.49) 
-9.4E-3 
(0.22) 
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AREARATE 

IMDCHG 

OCCRATE 

OCCUKICR 

MANDSTE 

VOLSTE 



-0.028 
(1.57) 

0.027 
(1.52) 

0.021 
(1.37) 

8.;e-3 

(2.33) 
4.1E-3 

(1.13) 
0.239 

(1.U) 
0.028 

(0.22) 



6.8E-3 
(0.33) 

3.2E-3 
(0.13) 
-O.OU 
(0.66) 

5.7E-A 
tO.12) 

7.1E-3 
(1.46) 

0.242 
(1.05) 

0.125 
(0.86) 



-0.034 
(1.90) 
-0.016 
(0.79) 

4.6E-3 
(0.27) 
-6.4E-3 
(1.60) 

6.4E-3 
(1.65) 

0.049 
(0.22) 

0.220 
(1.83) 



2.5E-3 
(0.12) 

0.068 
(3.27) 

0.013 
(0.72) 

0.021 
(4.83) 

1.8E-3 
(0.41) 

0.367 
(1.69) 
-0.231 
(-1.43) 



Dep. Mean 



0.161 
-1.0O4 



0.160 
-1.085 



0.179 
-0.988 



0.140 
-1.181 



See Table 3.3 for descriptive information. 
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Table 3.6: 

ikcSrwwe notice Ordered Probit lefir«»iof»: 
t^mniont Vari^U « ADVTINE 



fcqressor 

EXP 

EDUC 

TENURS 

MARRIED 

HEAD 

FEMALE 

BUCK 

OTKRACE 

KUMCKILD 

KUHEARK 

PRTPREV 

ClOSlUG 

RESID 

STEUKION 

RTUORK 

URATE 

AAEARATE 

lUOCKC 

OCCRATE 

MAKOSTE 

VOLSTE 



-6.7E-3 
(1.95) 

0.031 
(1.&6) 

0.025 
(4.54) 
-0,021 
(0.17) 

0.256 
',1.81) 



-0.010 
(0.08) 

0.267 
(1.42) 
-0.030 
(0.83) 

0.072 
(1.65) 

0.125 
(0.61) 

0.383 
(3.78) 

0.292 
(3.78) 
-6.4E-3 
(0.07) 

7.4E-3 
(1.18) 
-0.172 
(1.62) 
-0.033 

(0.93) 
-0.030 

(1.70) 
-7.0E-3 

(0.52) 

0.024 

(1.83) 
0.274 

(1.37) 
0.05D 

(0.46) 



-6.1E-3 
(1.19) 

5.5E-3 
(0.27) 

0.023 
(2.70) 
-0.331 
(2.24) 
-0.087 
(0.59) 



0.053 
(0.42) 
0.150 
(0.64) 
0.073 
(1.94) 
0.091 
(1.97) 
0.187 
(1.24) 
0.465 
(4.48) 
0.151 
(1.74) 
0.347 
(3.33) 
9.3E-3 
(1.32) 
-C.077 
C0.65) 
D.050 
C1.20) 
-6.7E-3 
(0.32) 
-7.9E-3 
(0.45) 
-0.013 
(0.72) 

0.295 
(1.32) 

0.124 
(0.89) 



plant Closings 

-6.9E-3 
(1.55) 
9.1E-3 
(0.52) 
0.021 
(3.67) 
-0.043 
C0.44) 

0.130 
(1.26) 

0.129 
(1.30) 

0.124 
(1.05) 

0.264 
(1.43) 

7.7E-3 
(0.23) 

0.067 
(1.59) 
-0.074 
(0.44) 

0.498 
(5.12) 



1.2E-3 
(0.01) 

9.8E-3 
(1.53) 
-0.166 
(1.53) 

7.66-3 
(0.22) 
-0.034 
(2.01) 

2.5E-2; 
(0.18) 

9.1E-3 
(0.66) 

0.142 
(0.68) 

0.229 
(2.00) 



-0.012 
(2.27) 
0.046 
(2.25) 
0.031 
(3.95) 
-0.197 
(1.68) 

0.115 
(1.00) 

0.248 
(2.25) 
-0.135 
(0.92) 

0.138 
(0.65) 

0.024 
(0.63) 

0.120 
(2.63) 

0.270 
(1.63) 

0.313 
(2.92) 



0.320 
(3.30) 

9.3C-3 
(1.37) 
-0.069 
(0.61) 
•3.1E-^ 
(0,01) 
-7.0E-3 
(0.32) 
-9.1E-3 
(0.56) 

0.012 
(0.76) 

0.373 
(1.73) 
-0.295 
C1.78) 



See Table 3.3 for descrfptive {nformstfon. 
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Chapter 4: 

Advance Hotice and FDStdisplacenent Joblessnass 

We are now ready to estimate reduced form models examining the 
relationship between advance notice and the duration of joblessnes'^, the 
probability of avoiding ncnemployment , and the likelihood of being eirpioyed in 
January 1988. Throughout this chapter and the next, ve assume thac advance 
notice is provided exogenously. Consideration of endogenous advatce notice is 
reserved for Chapter 6. 

The methodology and findings of earlier research, using the 198A ^'nd 1986 
pus , are replicated by utilizing the broadest definition of advance notice 
(which includes both informal and written announcements). These regressions 
again indicate that prenotif ication is correlated with moderate reductions in 
joblessness, largely as the result of increased in the probabilities of 
avoiding time out-of-work altogether. Restricting consideration to written 
advance notice, however, dramatically changes the results. Prior notification 
is still associated with a small increase in the likelihood of completely 
avoiding joblessness but there is no longer any reduction in the average 
duration of nonemployment . 

We consider a model where weeks of postdisplacement joblessness (W; 
depends on a vector of covariates (X) , a dummy variable indicating exogenously 
provided advance notice (N) , and a disturbance term (c). W is positive if: 

I* « X + N 02 + € > 0 



and equals zero if: 
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(4.1) I* - X + N Q2 + e ^ 0. 

for I* a latent variable where W - f (I*) , f(0) - 0, and f > J. If « is 
domally distributed, consistent estimates of the effect of advance notice on 
the probability avoiding joblessness (Pr[W - 0] - Pr[I* <. 0]) can be obtained 
from maximum likelihood probit regressions of: 

(4.2) AVOID - X + N + /i. 

where AVOID is a dummy variable which equals 1 (0) if I* is greater (less) 
than 0. Positive regression coefficients then imply increased probabilities 
of avoiding joblessness. 

Weeks of p- -rdisplacement joblessness (WKSOUT) are right-cersored in the 
pys for individuals nonemployed more than 99 weeks and for those continuously 
out-of-worK from the time of job loss until the survey date. Duration models 
are well suited to deal with right-censoring and have frequently been used to 
estimate the determinants of nonemployment durations. 

In this section, the accelerated failure time model: 

W - exp(Z /3)Wq , 

(A. 3) 

In W - Z ^ + a/1 , 

is estimated. In equation (4 .3) , Z ^ - X % + N /'j, P is an error tern with 
density f(.), Wq - exp(/i) , and a is a scale parameter. The underlying 
survivor function for the l^h individual is: 



to 



(6.4) 



Si(W) « SqIW expC-Z^jS)]. 



The log of the expected duration of joblessness is linear in the 
covariates and the effect of the latter are to rescale tine. The error tern 
is assumed to have a generalized gaimna distribution. The generalized gamma is 
a two parameter distribution which nests the exponential, Weibull, lognormal, 
gamma, and chi-square distributions, among others. The log-likelihood 
function for this model is specified by: 



(4.5) 




where k is the shape paraneter of the generalized gamma and Cj^ equals 0 (1) 
for censored (uncensored) observations- To reduce the frequenc^f of right- 
censoring and the probability that respondents return to their previous 
employers after January 1988, the sample for the duration regressions is 
limited to persons displaced between 1983 and 1985 (at least 1 years before 
the survey date).^ 



4»1 Avoiding Joblessness 
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Table A,l presents results of probit regressions, estimated by maximum 
likelihood, where the dichotomous dependent variable is equal to 1 for 



^ The use of generalized gamma distributions in accelerated failure time 
models is discussed extensively by Addison & Portugal (1987b). 

^ This also implies that all right censored observations have 
nonemployment durations top-coded at 99 weeks. 

r:5 
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individuals who are out-of-work less than 1 week following the termination of 
their predisplacement job and with WRITTEN included as the notification 
regressor.^ Before focusing on advance notice, we briefly discuss the impact 
of the other covariates. 

The likeliuood of moving directly into new positions, without intervening 
joblessness, is relatively low for feiBles, nonwhites, non-head of households, 
those displaced in partial layoffs, and for individuals without gro- p health 
insurance.^ Workers with substantial seniority or receiving positive 
predisplacement wage residuals obtain immediate reemployment relatively often. 
This is sonewhat surprising given that both groups are generally thought to 
experience special adjustment problems,^ Displaced workers in multiple earner 
households also avoid nonemployment fairly often as do respondents in 
occupations v'th low unemployment rates. Conversely, joblessness is more 
likely for full-time workers, re^iidents of right-to-work states, and persons 
eligible for unemployment insurance benefits. Coefficients on state and 
occupation unionization rates are never statistically significant, nor are 
those on the area unemployment rat^^- 

Some of the variables hav \ substantially different effects when the 
sample is sti\5.:ified by sex or the reason for displacement. For instance, the 
health insurance effect is weaker for raen and laidolf vorkers than for women 

^ Coefficients on the other regressors are virtually identical when 
other advance notice variables are substituted for WRITTEN. 

^ Some of these results have been ob.tained previously by Podgursky & 
Swaim (1987b) and Ehrenberg & Jakubson (1988) using the 1984 fiWl. Relatively 
rapid reemployment following plant closings js.^y result from the low associated 
probabilities of recall. 

5 For exanple, see Hamennesh (1989). However, Ruhm (1989c) offers an 
opposing view. 



or persons displaced by plant closings. This pattern is rever' *d for 
imemployment insurance eligibility. Notwithstanding these disparities, most 
coefficients have a fairly ijtable pattern across demographic subgroups. We 
now consider the impact of various types of advance notice. 

1 out of 8 displaced workers is reemployed within a week or' the initial 
job termination. The first 6 rows of Table A. 2 display probit coefficients 
showing the effect of various types of advance notice on the probability of 
avoiding joblessness. Itie re^ <sor in model 1 (NOTICE/ equals 1 if the job 
loss is expected or notice is received. In model 2, WRITTEN indicates the 
receipt of written notification of any duration. For the third model, ADVO 
equals 1 for workers receiving unwritten notice or expecting the dir,placement; 
ADVl, ADV2, and ADV3 indicate written announcements of less than 1 month, 1 to 
2 months, and over 2 months respectively. The full set of covariates is also 
included in each model. Since probit coefficients are somewhat difficult to 
interpret, rows 7 through 13 show the predicted effects of receiving each type 
of nonice, with the non-notification regressors evaluated at ♦'he swnple inean^. 

Receiving notice or expecting the Job termination raises the likelihood 
of avoiding joblessness. Tne coefficient on NOTICE is statistically 
significant for all subgroups except women and the predicted increase, 
compared \'o non-notified worktrs, ranges from 1.9 to 6.2 percentage points 
(28.8 to 59.0 percent). The increment is larger for males than females and of 
approximately equal size for plant closings «n^ ctial. layoffs (see Table 
A. 2: rows 7 and 8) . 

The above results replicate the findings of v^^evious researchers. 
Estimat^s using narrower definitions of prior notification are new, however. 
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and indicate that written advance notice has a much weaker impact for males 
and workers displaced by plant closings. The coefficient on VRITTEN is less 
than one-ninth the size of that on NOTICE for the former gro.-t) and only one- 
third as large for the latter. Where informal notice (ADVO) is associated 
with a 69.5 percent increase in the probability that males avoid joblessness 
and e percent rise for those affected by plant closings, the predicted 

impact of written notice is generally negative (see columns 2 and A). 

Formal notice, especially when received well before displacement, does 
substantially increase the ability of women and workers terminated during 
partial layoffs to avoid joblessness. The receipt of written notification 
raises the probability thst these groups move directly into new employment by 
at least 50 percent; formal announcements exceeding 2 months increase the 
respective probabilities '-y 72.5 anc". more than 100 percent. 

A. 2 Postdisplaceoent Joblessness 

We now consider whether, in addition to raising the likelihood of immediate 
reemployment, advance notice reduces the average duration of postdisplacem^nt 
jObles less. Table 4.3 shows the full set of coefficients estimates for 
regressions where written advance notice is controlled for. Tables 4.4 and 
4.5 follow by summarizing the impact of various types of advance notice. 

Many of the covariates which were shown (in Table 4.2) to be associated 
with low probabilities of avoiding noneaployn.ent also predict lengthy 
postdisplacement joblessness. Thus, the duration of spells is expected to be 
relatively long for women, minorities, non-heads of households, persons 
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displaced during partial layoffs, and ©embers of single earner households (see 
Table A. 3). Conversely, job tenure, the occupation xmemployinent rate, work 
hours, and predicted imemployment insurance eligibility have no effrct on 
durations but do influence the probability of avoiding joblessness. 

Respondents with large families, residing in local labor ffiarkets with 
high tmemployment, or working in slow growing industries (prior to 
-Jisplacement) are jobless for longer than their counterpart, even though these 
factors do not appear to reduce the probability of avoiding nonemployment. 
Positive wage residuals similarly delay reemployment by much more than they 
reduce the probability of avoiding joblessness. Finally, right-to-work laws 
are associated with shorter periods out-of-work, despite the fact that thiiy 
reduce the probability of avoiding all joblessness. Although some 
coefficients vary across demographic groups, important disparities continue to 
be the exception rather than the rule.^ 

Tables 4.4 and 4.5 display accelerated failure time estimates of the 
effect of various types of advance notice on postdisplacement joblessness. 
All respondents are included in the first table; table 4.5 is restricted to 
respondents with positive (1^1 week) durations of nonemployment. 

Individuals expecting or receiving notice of job terminations are out-of 
work for less time than non-r:otif ied individuals. The coefficient on NOTICE 
is negative for all subgroups except females and, although measured 
imprecisely, is fairly large for males and laidoff respondents (see Table 4.4: 

^ For example, the coefficient on the number of children is larger for 
' women and those displaced in plant closings than for men or laidoff work-^rs 
but the industry growth rate has a less important effect for females ana 
workers displaced during partial layoffs. ' 
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row 1). Prenotified men are jobless approximately 15 percent (3.4 weeks) 
shorter than those receiving no warning; the reduction for laidoff individuals 
is 12.4 percent. This decrease occurs entirely because of increased 
propensities of notified individuals to avoid joblessness. Ihere is no 
corresponding decrease in durations for those v»ho experience more than 1 week 
of nonenployment. This can be seen by observing that when the sample is 
restricted to persons vith soi t joblessness, the coefficient on NOTICE is 
positive for all subgroups and is .•almost statistically significant for females 
and TTespondents involved in plant closings (see Table 4.5, row 1). 

There is no evidence that the receipt of written (as opposed to inform?!) 
notice Is associated with any decrease in postdisplacement joblessness. The 
coefficients on WRITTEN and those on ADVl through ADV3 are positive for all 
subgroups and apn*-oach statistical significance in some ccses (Table 4.4: rows 
2. 4, 5, and 6). Conversely, those on ADVO are negative, large, and 
statistically significant (row 3)-^ Restricting the sample to- persons jobless 
a week o"' 3ore produces even larger positive (and generally statistically 
significant) coefficients for WRITTEN and ADVl through ADV3 (see Table 4.5). 

Workers notified in writing generally receive more detailed information 
about impending displacements than less formally notified individuals. It 
therefore does not appear plausible that the unwritten notice speeds 

^ Swaim & Podgursky (1989) and Portugal & Addison (1989) have recently 
argued that conventional accelerated failure time models understate the 
reduction in joblessness associated with advance notJ-^e because they fail to 
adeqixately account for predisplacement search. Given that written notice 
reduces the probability of avoiding nonemployment by less than informal 
announcements, the biases are less important for thJ^ analvsis than for 
earlier work using the 1984 and 1986 CHS. Nonethele s, t^ is question should 
O be considered explicitly for written advance notice in fu ure work. 

ERIC k;, 
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reemployment while written warning retards it. A more probable explanation of 
the above findings is that the reduced form regression model is oisspecified 
because it fails to account for the potential endogeneity of advance notice. 
This possibility is addressed in chapter 6, 

A. 3 Survey Date Employment 

To examine the relationship between prior notification and longer term 
eniploy»uent stability, probit regressions on the probability of working for pay 
in January 1988 were also estimated. 22 of the 30 resulting advance notice 
coefficients we^e positive, although none were statistically significant (see 
Table A. 6). This suggests that prior notification either has no effect on or 
slightly improves future employment prospects. 

4. A Summart 

The ff-Tidings of this chapter can be summarized as follows. First, 
workers anticipating or receiving notice of permanent job terminations are 
more likely to move directly into new employment than their non-notified 
counterparts. The impact is .stronger for tmwrittcn than vritten notification, 
however, and persons formally alerted less than 1 month before the permanent 
layoff have an unambiguously lower probability of avoiding joblessness. 
Second, the small reduction in the average duration of nonenployment , 
associated with receiving advance notice, conceals a much larger decrease for 
EBs£C informally notified individuals, coubined with a si2ab?,e increase for those 
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receiving written announcements. Even for the former group, however, the 
decrease is entirely explained by their elevated probability of avoiding 
nonemployment. Notification wakes no difference for displaced workers who 
failing to immediately obtain new positions. 

The results suggest shortcomings in previous analyses where advance 
notice has included poorly defined -expectations" of impending displacements. 
To the extent thac better informed workers are more likely to anticipate job 
loss, and albo find new employment relatively rapidly, the beneficial impact 
of prior warning will be overestimated. This also occurs if respondents with 
unusually strong aversions to joblessness both for- 't displacements and to 
prepare for them in such a way as to facilitate quick reemployment. The 
extended nonemployment of workers with written notice may also indicate 
significant endogeneity bias. Finally, the fairly large differences in the 
effects of advance notice across sample subgroups argue against assuming that 
prenotification changes only the regression intercept. 
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Probit tcsrcftsicnc Indicatfns the Effect of Vrftten Adwice Hot!ce 
en the Pixbebility of Avoiding j^tdispleccaem ioblefisness 



Repressor 

EXP 

EXPSO 

EDUC 

EDL'CSQ 

TENURE 

TENSQ 

MARRIED 

HEAD 

FEMALE 

BLACK 

OTHRACE 

NUHCHILO 

KUHEARN 

PRTPREV 

KINS 

CLOSING 

RESIO 

STEUNION 

RTWORX 

URATF 

AREARATE 



Ail Workers 

(1.A3) 

2.3E-« 
(U.75) 

8»0E~3 
(0^10) 

1.0E-3 
(0.3/.) 

0.038 
(2.41) 
-1.1E-3 
(2.05) 

0.075 
(0.68) 

0.513 
^^.58) 

(1.20> 
-0.366 
(3.08) 
-0.308 
(1.63) 
-0.021 
(O.&0> 

0.137 
(3.87) 

0,327 
(2.64) 

0.155 
(2.01) 

0.265 
(4.33) 

0.130 
(1.88) 
-2.9E-3 
(0.55) 
-0.166 
(1.96) 
-4 1E-3 
(0.13) 
-0.011 
(0.73) 



Hales 

-0.C23 
(1.28) 

2.5E-4 
(0.63) 
-0.090 
(1.06) 

4.5E-3 
(1.37) 

0.059 
(3.09> 
-1.5E-? 
(2.42) 

0.099 
(0.74) 

0.332 
(2.27) 



-0.205 
(1.37) 

0.422 
.1.67) 
-0.026 
(0.76) 

0.123 
(2.63) 

0.587 
(2.96) 

0.060 
(0.59) 

0.139 
C1.80) 

0.120 
(1-37) 
-0.010 
(1.54) 
-0.246 
C2.25) 

0.017 
(0.45) 
-0.013 
(0.68) 



Subsanpie 



Fe<nalfs Plant Closings 



-0.012 
(0.54) 

1.7E-4 
(0.32) 

0.612 
(2.17) 
-0.020 
(1.96) 

0.026 
(0.78) 
-2.1E-3 
(1.27) 

0.028 
(0.14) 

0.304 
(1.57> 



-0.685 

(3.15) 

-0.197 

(0.65) 

-^.3E-3 

(0.14) 

0.162 
(2.73) 

0.369 
(2.06) 

0.269 

r2.i5) 

0.511 
(4.81) 

0.102 
(1.66) 

8.5P-3 
(1.00) 
-0.051 
(0.36) 
-0.052 
(0.95) 
-B.3E-3 
(0.33) 



1.9E-3 
(0.10) 
-2.9E-4 
(0.70) 

0.074 
CO. 76) 
-1.8E-3 
(0.46) 

0.039 
(1.89) 
-1.?E-3 
(1.64) 

0.142 
(1.24) 

0.326 
(2.81) 
-0.021 
(0.19) 
-C.3S6 
(2.48) 
-0.259 
(1.05) 
-0.04^ 
(1.29) 

0.111 
(2.32) 

0.524 
(3.15) 

0.199 
(1.96) 



0.172 
(1.87) 
-0.014 
(2.03) 
-0.'il4 
(2.81) 
-0.038 
(0.92) 
-0.017 
(0.89) 



-0.047 
(2.31) 

9.4E-4 
(t.95) 
-0.V.9 
(1.09) 

6.8E-3 
CI. 36) 

0.031 
(1.24) 
-6.8E-4 
(0.77) 
-0.039 
(0.29) 

0.326 
(2.35) 
-0.212 
(1.59) 
-0.374 
(1.94) 
-0.454 
(1.45) 

0.021 
(0.52) 

0.178 
(3.27) 

0.095 
(0.48) 

0.108 
(0.88) 



0.082 
(0.76) 

0.013 
(1.62) 

0.016 
(0.12) 

0.052 
(1.09) 
-6.3E-3 
(0.27) 
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IKDCKG 


0.013 


6.7t*3 




Q 033 


-7.7E-3 




(0.81) 


(0.36) 


(1.06) 


(1.S6) 


(0.-53) 


0CCRA7E 


-O.027 


-0.015 


-0.042 


-0.032 


-O.023 










(1.70) 


(1.10) 


IKDUNION 




-3.5E-3 


-4.5E-3 


-5.85-3 


-?.6E-3 




(1.31) 


(O.eS) 


(0.82) 


(1.39) 


(0.53) 


ccc>»m:ok 


-1.6E-3 


-1.7E-3 


«-e.2E-4 


2.3E-3 


-5.6E-3 




(0.51) 


(0.45) 


(O.U) 


(0.56) 


(1.18) 


UIPR08 


-O.A22 


-0.639 


6.7E-3 


-0.196 


-0.753 




(1.86) 


(2.17) 


<0.02) 


(0.66) 


(2.09) 


WRITTEN 


0.125 


0.030 


0.243 


0.060 


0.234 




(1.64) 


(0.30) 


(1.98) 


(0.61) 


(1.90) 


Dep. Mean 


0.116 


0.131 


0.097 


0.139 


0.093 




-1.282 


-1.236 


-1.506 


-1.162 


-1.418 




(1) 


(2) 


(3) 


(4) 


(5) 



Motes: 

n Regressions estimated by maxiirun likelihood probit. Absolute values of •syirptotic T statistics ii 
parentheses. 

2* Dependent Variable e<?uals one if worker is out of work less than one week following initial displ 
and lero if he/she is jobless for one week or fwre. 
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Table 4.2: The Effect of V«r^a» Types of Advance Notice on 
the Prob^itfty of Avofdino (^tdftptoecaent Jobtossnsss 



Adv. Notice 
f >egressor 



*n Workers . flfii^ 

Keorcsslon C o ff Ic^ents : 



few«>tes plant Closings 



model one 



NOTICE 



«xiel two 



WRITTEN 



model three 



ADVO 
ADV1 
ADV2 
ADV3 
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0.231 



0.125 
(1.64) 



0.23A 

-^•2C2 
(1-50) 

0.043 
(0.32) 

0.126 
(1.0A) 



0.287 
(3.74) 



0.030 
(0.30) 



0.330 
(4.02) 
-^.234 
(K42) 
-0.114 
(0.64) 
-0.098 
(0.59) 



Predicted Probability of Avoiding Joblessness 



KG NOTiCE 
NOTICE = 1 
WRITTEK s 1 
ADVO e 1 
A0V1 « 1 
A0V2 « 1 
«)V3 « 1 



0.099 
0.145 
0.122 
0.146 
0.068 
0.105 



0.105 
0.167 
0.110 
0.176 
t.069 
0.086 



0.137 
(1.38) 



0.243 
(1.98) 



0.072 
(0.66) 
-0.206 
(0.84) 

0.280 
(1.36) 

0.413 
(2.16) 



0.066 
0.085 
0.103 
0.076 
0.043 
0.109 



0.216 
(?.70) 



0.060 
(0.61) 



0.236 
(2.76) 
-0.243 
(1.24) 
-0.086 
(0.51) 

0.045 
(0.31) 



0.118 
0.166 
0.130 
0.171 
0.077 
0.102 



0.244 
(2.64) 



0.234 
(1.90) 



0.2C7 
(2.04) 
-0.150 
(0.79) 

0.359 
(1.61) 

0.320 
(1.40) 



0.080 
0.122 
0.120 
0.115 
0.060 
0.147 

o.i:.5 

(5) 



0.122 0.088 0.137 0.127 

(1) (2) (3) (4) 

Notes: 

1. Description of Advance Notice Dusm/ Variables. (Variable it oqtial to one If:) 
NOTICE - "Expected^ or received advance notice of Job termlnetlon 
WRITTEN - Rtcelvtd wrltt^ advance notice of Job termination 
ADVO - Wo written notice but received unwritten notice or expected Job termination 
ADVl - Received teas than one iionth'a bitten advance notice 
ADV2 - Received between on« and two iionths written advance notice 
ADV3 - Received nore than two months written advance notice 



2. Reflresslons estlrjted by mexlwum likelihood probit and Include the full aet of demographic, industry, 
occupation, and seographic covariates. Absolute values of asymptotic T atatlRtlcs In parentheses. 

3. Predicted probabilltlef calculated at the Man value of the non-notification explanatory variables. 
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T^le 4.5; 

Accelerated FefUre Ti« Model of Urftten Motfoe 
and Poctdisplec«Knt Joblessness 



Stibsarrple 



feoressor 


Ait Workeris 


{JlQcs 


^ecnales 




i fivof f < 


EXP 


0.026 


•-0.017 


ft ftTC 


U.U 1 r 


0.037 




(1.35) 


(0.69) 




\U.OO/ 


fl 27) 


EXPSQ 


6.6c-5 


D.v*U 1 


•v.uui 


3.3E-4 


-3.1E-4 




(0.16) 


(1 .Bo) 


^ 1 LO'S 


fO 


(0.46) 


EDUC 


0.003 


n i<«7 

U. 17/ 


—V. 1 


0.006 


0.020 




(0.03) 


/ 4 94 \ 

(1 .21 ) 




ro nS) 


(0.11) 


EDUCSQ 


-0.001 


ft nn^ 


U.UUO 


-0.001 


-0.002 




(0.32) 


f 4 9C \ 

( I.Z5) 


/ft Oft\ 

(u.yu; 


to ?1) 


CO. 31) 


TENURE 


0.018 




"V. U3fc 


-0.005 


0.056 




(0.83) 


/ ft oi \ 
(0.94) 


r 1 1ft^ 
il . lo; 


KU. ID/ 


f 1.65) 


TENSQ 




"■J.St 3 


u . uu? 


0.001 


-3.3E-4 




(U.6o} 


/ft ft/ \ 




c1 0^) 


(0.25) 


NAkRIED 


n nTT 

U*Uwf 




0.182 


0.057 


0.003 




/A Y« \ 

(0,31) 


/ft C/x 


id AA^ 


CO 35) 


(0.02) 


NIAO 




^ft //4 


. / OO 


-0.776 


-0.629 




(6.H) 




f? fi?^ 


83) 


(3.60) 


FEMALE 


0*396 






0.294 


0.517 




(3.50) 






\ 1 . y V / 


(3.08) 


BIACIC 


ft 


n <A0 


0.710 


0.832 


0.310 




(4.3B) 


v;>.ui ; 




C4.12) 


(1.4S) 


OTHRACE 


1 •vOc 


1 ^^n 

1 . 


0.545 


0.864 


1.163 




(4.16) 




/I An) 


f? 7i) 


(3.11) 


MUMCHIIO 


ft 4 X.4 




0.274 


0.210 


0.093 




(^•«) 






(4.16) 


(1.77) 


tOJMEARN 


-0.363 


-0.277 


-0.462 


-0.381 


-0.344 




(7.12) 


(4.37) 


(5.26) 


(5.38) 


(4.68) 


WTPREV 


0.097 


0.258 


-0.179 


-0.114 


0.263 




(0.51) 


(0.77) 


(0.69) 


(0.43) 


(0.94) 


KIMS 


-0.109 


0.081 


-0.318 


-0.032 


-0.306 




(1.04) 


(0.60) 


(1.94) 


(0.22) 


(1.W 


aosiNG 


-0.268 


-0.088 


-0.556 








(3.12) 


(0.84) 


(3.81) 






tESlO 


-0.122 


-0.162 


-0.079 


*0.283 


0.C94 




(1.24) 


(1.38) 


(0.45) 


(2.06) 


(0.67) 


STEUXION 


-0.010 


-0.011 


-0.006 


-2.7E-4 


-0.021 


(1.28) 


(1.16) 


(0.51) 


(0.02) 


(1.92) 


RTUORi: 


-0.262 


M).309 


-0.098 


-0.102 


-0.402 




(2.20) 


(2.08) 


(0.51> 


(0.61) 


(2.43) 


URATE 


H).020 


-0.013 


-0.043 


0.028 


-0.076 




(0.45) 


(0.?4) 


(0.57) 


(0.46) 


ri.i9) 


AREARATE 


0.104 


0.105 


0.094 


0.105 


0.100 




(4.95) 


(4.03) 


(2.59) 


(3.66) 


(3.17) 
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IW>CHG ^).051 ^).061 -O.OW -0.085 -0.025 

(2.32) (2.^9) (l.Orj C2.72) (O.M) 

nCRAlB 0.008 0.001 ^.OW 0.003 0.023 

(0.42) (0.06) (0,10) <0.11) (0.87) 

IW>lWI0N ^.002 ^).007 0.002 -0.002 -0.005 

(O.a) (1.33) (0.26) (0.38) (0.69) 

OCOWIOM 0.003 0.002 0.007 O.003 -0.002 

(0.70) (0.49) (0.82) a43) (0.28) 

UIPKOB 0.165 0.627 -0.307 0.100 0.260 

(0.49) (1.49) (0.56) (0.22) (0.51) 

WITTEM 0.186 0.086 0.313 0.129 0.286 

(1.63) (0.61) (1.64) (0.84) (1.68) 



(1) (2) (3) (4) (5) 

Notes: 

1. Coefficients obtained from t garm^ distributed sccelerAted failure time model. Absolute values of 
asynptotic T statistics in parentheses. Joblessness set to 0.5 weeks for individuals out-of-uork less 
than one week. 
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Tabic 4.4: Effect of Various Typ» of Kfmtx Uotlct 
on PcjstdisplKflwnt iobttssne» 
(all »petU) 

$ubS8flple 

Adv. Notice 

yesressor Alt Workers }ii\t% females Plant Closings jm^^? 



pod(^l one 

NOTICE -0.085 -0.162 0.055 -e.4E-4 -0.132 

(1.02) (1.56) (0.39) (0.01) (1.08) 



model two 

WRITTEN 0.186 0.086 0.313 0.129 0.266 

('..63) (0.61) (1.64) (0.84) (1.68) 



wodet three 

ADVO -0.164 -0.226 -0.036 -0.047 -0.259 

(1.81) (2.03) (0.24) (0.38) (1.95) 
ADVl 0.323 0.137 0.559 0.198 0.442 

(1.82) (0.63) (1.85) (0.76) (1.85) 
ADV2 0.239 0.304 0.145 0.139 ^ 0.368 

(1.16) (1.20) (0.43) (0.52) * (1.14) 

ADV3 0.280 0.299 0.192 0.174 0.549 

(1.38) (1.19) (0.58) (0.70) (1.47) 

Dep. »1ean (weeks) 27.69 23.06 34.33 27.51 27.92 

(1) K.) (5) (4) (5) 

Notts: 

1. Coefficients obtained from e ganna distributed accelerated failure tine acdel. Joblestness aet to 0.5 
weeks for individuals out-of-work less than one week. Absolute values of aaynjptotic T atatlstics In 
parentheses. 

2. Description of Advance Notice Oumy Variables. (Variable is aqual to one if:) 

NOTICE - •'Expected" or received advance notice of job termination 
WRITTEN - Received written advance notice of job termination 
ADVO - Ho written notice but received unwritten notice or expected jc^ ter«in&ilon 
ADVl - Received less then one month's written advance notice 
O ADV2 - Received between one and two acnths written advance notice 

EI^C ADV3 - Received aiore than two aonths written advance n;>tice 



ruble 4.5: 

Effect of Various Types of ktmict Notice 
cn PoetdfspleccMent ioblessness 
(spells 2:1 week) 

SU^wTple 

Adv. Notice 

f^eoressor AU Vorlrers pales f ynales Plant Closings [.evoffs 



model one 



MOTKE 



0.111 
(1.A8) 



0.060 
(0.66) 



0.171 
(1.37) 



0.172 
(1.63) 



0.040 
(0.37) 



model two 

URITTEW 0.320 0.171 0.488 0.275 0.339 

(3.11) (1.35) (2.61) (1.96) (2.22) 



tnodel three 



ADVO 0.023 0.007 

(0.28) (0.07) 

ADV1 0.220 *0.006 

(1.41) (0.03) 

ADV2 0.216 0.289 

(1.17) (1.27) 

A0V3 0.611 0.430 

(3.19) (1.86) 



0.052 0.104 -0.073 

(0.39) (0.93) (0.61) 

0.483 0.140 0.26S 

(1.83) (0.62) . (1.24) 

0.091 0.096 0.341 

(0.30) (n.40) (1.16) 

0.863 0.550 0.753 

(2.68) (2.36) (2.17) 



Dep. Mean (weeks) 31.10 
(1) 

Notes: 

1. Coefficients obtair>ed fr«n i swnma distributed accelerated fsilure tiM aiodel. Absolute values of 
asyrrptotSc T statistics in parentheses* 

2. Description of Advance Notice Dumry Variables. (Variable ia equal to one if:) 

NOTICE - ^Expected" or r/»*,vived advance notice of Job termination 

i^ITTEN - Received written advance notice of Job termination 

ADVO - No written notice but received unwritten notice or expected Job termination 

ADV1 - Received less than one month's written advance notice 

- Received between one bnd two months written advance notice 
ADV3 - Received more than two months written advance notice ^ 



26.53 
(2) 



37.29 
(3) 



31.31 



30.53 
(5) 
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Table 4.6: 

Prtabit Reorsssim Indicitfne the Probobitfty 
of Workfno for P«y In Jarwry 1968 

gubsorrple 

Adv. Notice 

Keqretsor All Workers f<ales fm\^% Pl?"t l£>sfi£ 



NOTICE 


0.023 


-0.040 


0.122 


0.072 


0.117 




(0.31) 


(0.40) 


(0.99) 


(0.71) 


(1.03) 


inodel two 












WRITTEN 


0.040 


0.095 


-0.023 


0.064 


0.021 




(0.39) 


(0.69) 


(0.13) 


(0.47) 


(0.13) 


model three 












AOVO 


0.021 


-0.067 


0.152 


-0.095 


0.140 




(0.26) 


(0.63> 


(1.15? 


(0.87) 


(1.11) 


ADVI 


0.075 


0.11V 


0.056 


0.123 


0.028 




(0.47) 


(0.54) 


(0.21) 


(0.54) 


(0.12) 


A0V2 


-0.109 


-n.205 


0.011 


-0.146 


-0.053 




(0.63) 


(0.93) 


(0.04) 


(0.64) 


" (0.19) 


ADV3 


O.UO 


0.230 


0.053 


-0.007 


0.411 




(0.71) 


(0.88) 


(0.16) 


(0.03) 


(0.96) 




(1) 


(2) 


(3) 


(4) 


(5) 



U0X%M 

1. Regretslwtt esUnsted b/ maxiia;^ HkcUhocd probit. Absolute vilues of wyaptotic t tte^istics in 
parentheses. Swple restricted to workers displftd between 1983 end 1985. 

2. Description of Advance Notice Outmy Variables. (Variable it tqMil to one If:) 

NOTICE - "Expected* or received advance notice of Job termination 

WRITTEN - Received written advance notice of Job terwlnaticn 

ADVO - No written notice but received tnwrltten notice or expected Job tenninition 

ADVI - Received less than one wonth't written advance notice 

ADV2 - Received between one and two wcntht written advance notice 

ADV3 - Received icre than two loonths written advanr^ notice 
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Chapter 5: 

Adfflnce Notice and Fostdlsplfeuenent Wages 



Research on the adjustm.. t problems of displaced workers has mainly 
focused upon the initial period of joblessness experienced by most 
individuals. Although this concern is well placed, less attention ha'i been 
paid to the wages received in subsequent positions. This latter issue is 
especially impo: at given recent evidence indicating that although 
postdisplacement joblessness is generally transitory, the associ."-ed wage 
changes are more permanent — over 50 percent of the initial wage change 
persists for at least 5 years and AO percent for decade or more (Ruhn 1989a/. 
This chapter attempts to reduce our Ignorance about vagt v^ffects by studying 
the relationship between advance notice and reemployisen'^: earnings. As in 
chapter A, notification is assumed to be provided exogenously. The 
possibility of endogenous notification i^ reserved for chapter 6. 

Potential wages of displaced workers, in January 1988, ar^ assumed to 
follow the standard log-linear relationship: 



where the dependent variable is the natural log of weekly potential wages, Z-^ 



estimating the effect of advance notice (or of other covariates) on wages is 
that potential wages arc observed only for individuals who are re'^mployed at 
the time of the survey. Since approximately a quarter of respondents do not 
work in January 1988, potentiallj serious selection biares may result from 
estimating the standard linear regre"?sion model using either the subsample of 



(5.1) 



W 



is a vector of covariates, and /ij^ is an error term. One difficulty with 
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reemployed workers or the full sample (vith the vages of the nonemployed set 
to zero) . 

Techniques to correct for selection bias, pioneered by Hedanan (1979), 
have beccae fairly standard. Individuals are assumed to be employed at the 
survey date if 

(5.2) I - + P2 > ° • 

In (5.2), I is a latent variable, Z2 the regression covariaces, and /ij a 
disturbance ter^i. Observed vages are d'sscribed by 

W'* > 

(5.3) W - if I 0. 

0 ^ 

/i]^ and are assumed to be bivariate tiormally distributed vith E(fi^) « 0 and 
cov(;i^;ij) - o^y observed and is conventionally normalized to 

equal 1. 

The potential selection bias is easily seen. In the ordinary least 
squares regression 

<5.A) W - Z^jS + , 

estimated on the subssmple of reemployed vorhers, 

E(/i) - E(/ii|I>0) - oy2\^{.)/H.)] . 
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for ^(.) and the p.d.f. and c.d.f. of the standard normal distribution 

evaluated at Z27- The error term has a zero mean only in the case where 
reemployment occurs randomly (^^2 • 0). Otherwise, the intercept term, cf the 
ordinary least squares regression will be biased and the regressor 
coefficients are likely to be estimated inconsistently as wel-I, 

Heckman suggested correcting for selection bias using a two-stage method. 
In the first stage, the equation 

(5.5) I - + P2 > 0 

is estimated on the full sample using maximum likelihood probit techniques, 
where I* is a dummy variable equal to 1 (0) if observed wages are greater than 
(equal to) 0. Estimates for $(.) and "irC.) are then obtained from the 
probit coefficients. In the second stage, the wage regression 

(3.6) W - Z^^ + [^(.)/*(0]A + c 

is estimated using ordinary least squares for the subsample of reemployed 
workers. 

The HecVjnan two-stage procedure provides coxxsistent but inefficient 
parameter estimates , Greater efficiency can be obtained by estimating the 
combined system of equations (5.5) ind (5.6) using maximum likelihood 
techniques. For this reason ML methods are utilize J in this chapter. 
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5.1 Non-notification Regressors 

Table 5.1 displays maximum likelihood estimates showing the effect 
individual, firm, and geographic covariates on the log of survey date wages, 
where written advance notice is the prenotif ication variable. Rho indicates 
the esuimated correlation between and ^® selection and wage equations 

contain .the same vector of regressors.^ 

Cot-fficients on the non-notification regressors are fairly standard. 
Postdisplacement wa£,es are higher for married workers, household heads, and 
respondents with few children, than for their counterparts. This presumably 
indicates unobserved differences in labor force attachment and worker quality. 
Negative coefficients for nonwhites and females probably indicate some 
combination of unobserved heterogeneity and discrimination. Survey date 
earnings increase with labor market experience and education, presxuaably 
because each of these is correlated with investments in general human capital. 
PostseparatiDn wages also rise with previous tenure, which confirms the 
findings of previous studies (Kletzer, 1989, Ruhm 1990) indicating that a 
portion of cross-sect^ onal seniority differentials result because individuals 
possessing above average amountr of market-valued traits changes jobs 
relatively infrequenuly . 

Factors associated with Increased unioni^^ation are correlated with higher 
poitdisplacement earaings. This may indicate that union wage premiums partly 

^ As a result, model identification depends on the assumptions about 
the functional form and error distributions. Ue would have preferred to ha^'e 
excluded some regressors from either the selection or wage equations, however, 
this was not done because there were no variables which obviously influenced 
reemployment probabilities independent of reemployment wages or vice versa. 
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reflect prodactive worker differences. Similarly, between 35 &nd 50 percent 
of predisplacement wage residuals are retained in new positions, implying a 
substantial role for unobserved heterogeneity. High area or occupation 
\xnemployment rates and slow industry employment growth all lower 
postdisplacement earnings and indicate the importance of local and sectoral 
labor market conditions. Conversely, survey date wages appear higher for 
workers displaced by plant closings or eligible for unemployment insurance 
than for their counterparts, although these results lire measured imprecisely. 

The effects of the covariates are remarkably similar across the gender 
and reason for displacement subsamples and it appear > safe to assume that the 
same process determines postdisplacement earnings in all cases. These 
intergroup similarities are consistent with (but stronger than) those found in 
the previous ^jhapter's analysis of joblessness. 

The coefficients on RHC, show that the error terms in the selection and 
wage equations are only weakly and inconsistently related. The full sample 
correlation is only 0.065, with a standard error which is over 3 times 
large. There is soir- evidence of positive selection for males, which implies 
that high earners are more likely to be reemployed in January 1988 than arc 
their peers with lower potential wages. The coefficients also suggest 
positive selection for laidoff individuals and negative selection for females; 
however, these effects are measured imprecisely. 



5.2 Advance Kotice and tfagen 
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Table 5.2 shows the relationship between various types of advance notice 
and postdispxacement wages, obtained bjy estimating the joint selection and 



wage equation usirg naximuia likelihood. Each of the 3 models includes the 
common vector of control variables descriued in Table 5.1. 

There is no evidence that the survey date wages of workers who expectea 
job terminations differs from those fo \rhom it was a surprise. Using NOTICE 
as th^ notification criteria, the regressions indicate that prior notice is 
associated with an expected wage increase of less than 1 percent, wJ.th the 
standard error almost 4 tines as large as :he regression coefficient (see 
Table 5.2, row !>. The coefficients range between -3.1 and 2.4 percent fox 
the 4 subsamples and never approach statistical significance. These results 
are consistent with the findings of Ehrenberg & Jakubson (1988) using the 1984 
pv?S , They find that notified workers earn between 3.2 percent less and 4.6 
more than their counterparts. None of these diTfereiices are statistically 
significant. 

Row 2 of Table 5.2 shows that there is also no statistically discernible 
effect of written advance notice for most groups. The full sample coefficient 
is only 0.0013 and the predicted effects of written notice for the gender 
stratified subsamples range from -2.3 to 3.3 percent. The impact of formal 
notice vioes appear to depend upon the reason for die- placement however. 
Persons displaced by plant closings obtain moderately higjier wages (7.6%) if 
they receive written notice than if they do not, while workers involved in 
partial layoffs earn 10.0 percent less if they are fonnaliy notified. The 
layoff coefficient barely misses statistical significance. 

^ The Ehrenberg & Jakubson estimates are obtained without correcting for 

selection bias. Their t^election corrected differences range between -7.7 and 
4.6 percent. 
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The results of model 3 indicate that although written notice has no 
average beneficicl effect, formal vinnouncements provided' veil in advance of 
the job terminations result in favorable wage 'outcomes. The full sample 
coefficient on ADV3 implies that workers with aore than 2 months specific 
warning earn 13.3 percent r'^re than peers who did not expect the job 
displacement, 12.6 percent greater than the informally notified, and 20.1 
percent above those receiving written notification of less than 1 month (see 
rows 3 through 6). The anticipated gains are even larger for females and 
workers involved in plant closings and are close to being statistically 
signifii.ant for these subgroups and the full sample. On the other hand, the 
benefits of extensive formal notice are much smaller for males and laidoxf 
respondents. 

The small overall effect of written advance notice occurs because short 
periods of prenotif ication are generally associated with reductions in survey 
date earnings. Workers receiving vritten warning of less thnn 1 month are 
predicted to earn 5.6 percent less than their non-notified counterparts. 
Among the sub*"^mples, the effects of short written notice range from a 
statistically insignificant gain of 3.9 percent foi workers displaced by plant 
closings to a large and statistically significant loss of 13.9 percent for 
laidoff individuals. Since it seems implausible that short periods of notice 
cause relative wage declines the negative coefficients are likely to indicate 
the endogeneity of advance notice. This itsue is ^iddressed in chapter 6. 



5.3 Summary 
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Workers expecting or obtaining advance notice of displacements earn 
virtually identical sur/ey date w^ js to their counterparts for whom the job 
terminations came as a surprise. Uhereas there Is also no evidence that 
written notification provides larger benefits than informal notice, on 
average, respondents obtaining lengthy periods of written warning do earn more 
in postdisplacement jobs than other workers. Especially large benefits are 
observed for females and persons displaced during plant shutdowns- A 
corollary of this result is that individuals formally notified shortly before 
the job loss e-rn relatively low survey date wages. 

These results indicate that although workers expecting job tf^rminations 
find xi^v* positions faster than their counterparts, the speedier reemployment 
does not translate into higher postdisplactnent wages. Conversely, lengthy 
written notice appears to improve subsequent earnings, despite having little 
effect on the duration of joblessness.^ The negative coefficients on formal 
notice of less than 1 month suggest potential endogeneit^ biases and point out 
the importance of more sophisticated procedures which attempp to account for 
them. 

^ As shown in Table 4.2, however, the duration of written notice may be 
positively related to the possibility of avoiding nonemployment. 
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Tabte 5.U 
Postdfsplaccasnt UiQe Sqjitfm vfth 
Corrtctfon for Sct^Uion tits 



5JeQressop 


AU Hopkeps 


Hates 




^lont Closings 


Layoffs 


EXP 


0.021 


0.020 


0.025 


0.026 


0.015 




(3.12) 


(2.23) 


(2.13) 


(2.96) 


(1.32) 


EXPSO 




-5.6E-A 


-6.2E-4 


-6.8E-4 


-4.4E-^ 




(3.77) 


(2.88) 


(2.31) 


(3.49) 


(1.71) 


EDUC 




-0.033 


-0.084 


-0.037 


-0.035 




(1.05) 


(0.65) 


(0.91) 


(0.71) 


(0.42) 


EDUCSQ 


^.004 


0.004 


0.005 


0.004 


0.004 




(2.57) 


(2.01) 


(1.54) 


(1.75) 


(1.39) 


7EKURE 


0.021 


0.022 


0.015 


0.021 


0.020 




(2.86) 


(2.S7) 


(0.88) 


(2.11) 


(1.64) 


TENSQ 


-7.6E-A 


-8.0E-4 


-7.1E-4 


-5.9E-4 


-1.2E-3 




(3.28) 


(3.00) 


(0.96) 


(1.82) 


(2.64) 


HARRIED 


0.1!7 


0.U5 


0.107 


L.135 


0.087 




(2.70) 


(2.16) 


(1.10) 


(2.49) 


(1.18) 


HEAD 


0.218 


0.127 


0.189 


0.283 


0.149 




(A. 76) 


(1.56) 


(1.94) 


(4.45) 


(2.19) 


FEHAUE 


-0.310 






-0.274 


-0.355 




(8.58) 






(5.69) 


(6.26) 


BLACK 


-0.089 


-0.096 


-0.060 


-0.154 


-0.023 




(1.59) 


(1.A5) 


(0.55) 


(1.37) 


(0.28) 


07KRACE 


-0.092 


-0.070 


-0.143 


-0.118 


-0.065 




(1.2A) 


(0.76) 


(0.99) 


(1.22) 


(0.45) 


NUKCHILD 


-0.052 


-O.040 


-0,075 


-0.049 


-0.057 




(3.81) 


(2.51) 


(2.80) 


(2.69) 


(2.74) 


NUKEARN 


-9.7E-3 


0.019 


-0.050 


-0.017 


0.017 




(0 25) 




(0.87) 


(0.34) 


(0.30) 


WPREV 


0.032 


0.173 


0.016 


0.199 


-0.152 




(0.52) 


<1.70) 


(0.16) 


(2.46) 


(1.53) 


MIMS 


0.DA6 


0.060 


0.024 


0.022 


0.071 




(1.27) 


(1.24) 


C0.39) 


(0.45) 


(t.24) 


CLOSING 


0.052 


0.041 


0.056 








C1.85) 


(1.14) 


(1.14) 






SESID 


0.A18 


0.392 


0.427 


0.486 


C.355 




03.27) 


(10.88) 


(7.27) 


110.43) 


(7.96) 


SYEUHION 


0.010 


0.0'tl 


9.1E-3 


4.2E-3 


0.016 




(3.72) 


(3.06) 


(2.04) 


a.08) 


(4.08) 


STUORIC 


-0.031 


-2.8E-3 


-0.069 


-0.113 


0.052 




(0.78) 


(0.u5) 


(1.03) 


(2.03) 


{0.t6) 
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URATE 0*049 0.05S 0.04A 0.042 0.053 

(3.26) (2.86) (1.5S> C2.10> (2.20) 

AREARATE -0»031 ^.033 -0*033 -0*029 -0*030 

(A.23) (3.52) (2*60) (3-10) (2*47) 

IKDCHG 0*012 7.8E-3 0*023 0*029 -5.1c-3 

(U64) ' (0.05) (1*54) (2*76) (0*42) 

acRATE -0.020 -0.014 -OJ^X -0*016 -0.025 

(3.51) iU9^} (2*95) (2*00) <2*83) 

IWDUMIOW 2.2E-3 2.1E-3 2.4E-3 3.2E-3 1.6E-3 

(U45) (1.07) (0*89) (U60) (0.61) 

OCCUKIOW 2.5E-3 2.2E-3 **0£-3 3.7E-3 U1E-3 

(1.73) (t.27) (1.28) (1.75) (0*52) 

UIPROB 0.178 0.173 0.247 0.180 0.180 

(1.44) (1.17) (1.13) (1.12) (0.88) 

VRITTEK 1.3E-3 0.032 -0.023 0.073 -0.105 

(0.04) (0.65) (0.32) (1.27) (1.90) 

mo 0.065 0.379 -0.199 -0.037 0.306 

(0.29) (1.85) (0.66) (0.13) (0.96) 



(1) (2) (3) (4) (5) 

Notes: 

1» Coefficients chow effects of parameters on the natural lofl of real poscdisplacement weekly wayes. They 
•re r^nained using maxlwum Ukelihood techniques on a bivarlatc normally distributed system of a selection 
eqjation and wage equation. The selection equation contains the same r<>jres3ors as shown above. RHO is 
the estimated correlation between the error tenns of the two aquations. Absolute values of asymptotic T 
statistics in parentheses. The sample is restricted to persons displaced between 1983 and 1985. 
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Table 5.2: 

The Ii^t of VarfouB Types of Acfvmce Notice 
on Postditplaconnt Eamines 



Adv. Notice 

peQressor 



Alt Workers 



f<ates 



females 



Plant Closings 



j.eyoffs 



tnodel one 



NOTICE 



0.006 
(0.22) 



0.024 
(O.rO) 



-O.032 
(0.64) 



0.016 
(0.43) 



-O.OU 
(0.33) 



model two 

WRITTEN 1.3E-3 0.032 -O.023 0.075 -0.105 

(0.04) (0.65) (0.32) (1.27) (1.90) 



tnodel three 

ADVO 6.2E-3 0.020 -O.033 -6.6E-3 0.018 

(0.21) (0.55) (0.62) (0.17) (0.38) 

ADVl -O.058 -O.011 -0.113 0.038 -0.150 

('i.03) (0.16) (1.03) (0.34) (2.24) 

ADV2 -0.055 0.066 -0.176 -^.Zc-S -0.096 

(0.49) (0.7»> (1.27) (0.04) (0.87) 

ADV3 0.125 0.()70 0.212 0.159 0.039 

(1.69) (0.79) (1.45) (1.78) (0.23) 



(1) (2) (3) (4) (5) 



Notes: 



1. Coefficients show effects of advance notice on the natural log of postdisplacement weekly real wages. 
They are obtained using tnaximn likelihood techniques on a bivariate nonoaKy distributed system of a 
selection equation and wage equation. The selection equation contains the safne regressors as shown above. 
Absolute values of asy^totic T statistics in parentheses. The sanple is restricted to per^ons displaced 
between 1983 and 198S. 

2* Description of Advance Notice Duirny Variables. (Variable is equal to one if:) 

NOTICE - *'£v receivtd advance notice of job termination 

WRITTEN - Received written advance notice of Job tenaination 

ADVO - No written notice but received unwritten notice or expected Job tenaination 

ADVl - fteceivod less than one nonth's written advance notice 

ADV2 - Received between one and two nonths written advance notice 

ADV3 - Received acre than two aonths written advance notice 
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chapter 6: 

Endogeneity of Notice and Interaction With Covariates 



Previous chapters have examined the effect of prior notification on 
postdisplacfcment employment conditions under the assumptions that early notice 
is provided exogenously and impacts only the intercept terms of the 
nonemploynent and vage equations. Both of these assumptions are relaxed in 
this chapter. Evidence presented below suggests that the effects of 
prenotification on subsequent joblessness vary substantially across population 
subgroups while endogeneity biases are fairly minor. Conversely, endogeneity 
is mora important when considering survey date earnings but intergroup 
variations in the impacts of prenotification are less substantial. We begin 
by presenting the estimation methodology and results for postdisplacement 
oblessness. The discussion of wage changes follows subsequently. 

6.1 Switching Regression Model of Postdisplacement Joblessness 

Postdisplacement joblessness for notified workers is specified by 

(6.1) - X ^1 + /ii . 
vhile that of non-notified individuals is 

(6.2) ■ ^0 " X ^0 + /^O • 

Individuals are assumed to receive advance notice \f the xcr Iting reduction 
in loblessness (Wq - Wj^) , outweigh any costs (e.g. lower wages, poorer working 
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conditions) incurred to obtain it. These costs depend on personal 
characteristics and geographic factors and are characterized by 

(6.3) C - V ^2 ^ ' 

where V includes all the eleme .ti; in X plus additional regressors indicating 
residence in a state with mandatory or voluntary advance notice provisions. 
Respondents are therefore prenotified notice if: 

Wq - Wj^ - C ^: 0 , 
(6. A) Z 7 ^ ' 

where 2 7 - X (^Sq - fi^) - V ^2 ^1 ^0 ^* ^® expected joblessness 

of notified workers is: 

(6.5) E(Wi|N«l) - X ^1 + E(/ii|N-l) ; 
that of non-notified workers is: 

(5.6) E(Wo|N-0) - X ^0 E(/io|N-0) . 

Reduced form coefficients obtained from regressing W on 2 will therefore be 
biased except when switching is exogenous (which requires that E(/ij^|N«x) - 
E(aq|N-0) - 0). If /iQ, /ij^, and ^2 crivatlate normally distributed with 
E(/ij) - 0 aud cov(/i£/ij) - a^j , 
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(6.7a) E(/ii|N-l) - ai2W (.)/*(•)] 

(6,7b E(/io|N-0) - aQ2l<>'^-)/i'^-^(-)'>'i' 

for 4>(.) and *(.) the p.d.f. and c.d.f. of the standard normal distribution 
evaluated at Z 7. Equations 6.7a) and 6.7b) imply that switching is 
endogenous when °^ "02 non-zero. 

Consistent regrersion estimates can be obtained using the two-stage 
technique discussed by Lee (1978).^ In the first stage, the structural probit 
equation implied by 6. A) is estimated to obtain ^(.) and *(.). Next the 
equations ■ 

:6.8a) - X )3i + 71 + "i 

(6.8b) Wq - X ^0 + ^0 "^0 + "0 • 

are estimated by ordinary least squares, vhere X-^ - 

We are also interested in examining the interactions between advance 

A 

notice and the other covariates. Although these coulu Ds inferred from ^1 - 
Pq, a different procedure is used which allows them to be estimated 
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^ Also see Willis & Kosen (1979) or Robinson & Tomes (1982) for early 
examples . 

2 The standard errors vill be understated if account is not taken for 
heteroscedasticity of the error temr . Preliminary vork indicated that the 
difference between OLS and GLS est-.inate' was fairly small and OLS estimates 
are presented belov. 
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dlrectly. Combining equations (6.1) and (6.2;, observed joblessness can be 
reviitten as: 

(6.9^ W - X ^0 + X*N(^1 - ^ /^0<1-N) -^ /ii N . 

Expected duration, conditional on notification status, is then 

E(W|N) - X ^0 X*N(^i - + El/i0lN-0)<l-N) + E[/iilN-l]N . 
(6.10) - X ^0 + X*N(^i - C702{^(.)/{1-*(.))](1-Nn + ^12 •)/*(.) ]N 

and consistent estimates can be obtained from OLS regressions of 

^6.11) W - X Og + X*N Qj^ + Aq Q2 + Q3 + /I . 



A *<A A AA A A A 
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vhere oq - ^q* ^1 "* ^1 ^ ^0' °2 " ^02 • °3 " ^12' ^1 " I-^( • )/*( 0 ]N, 
and - (^(.>/{l-*(.)))(l-N). 

6.2 A^lterr.ative Models 

The switching regression model developed in secti^^n 6.1 ascumes that the 
duration of joblessness is linear in the covariates. This differs from 
typical duration models, such as the accelerated failure tim^ model used in 
Chapter I,, both in its functional form and because it fails to taV^ special 
accov'Tit of the right-censoring of nonemplo;:?ient spells vhlch occurs because 
some spells conclude aftev th^ date of the survey. Tc investigate whether 
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linearity imposes unreasonable restrictions, reduced form estimates of the 
determinants of the duration of joblessness for a variety of models are first 
prssented. The coefficient estimates are consistent across functional forms 
and indicate that the liwear model is acceptable for more sophisticated 
analysis. If anything, OLS appears more appropriate than models vhich assume 
that the natural log of nonemployment duration is linear in the covariates 
(e.g. the accelerated failure tima model). 

5 models are compared belov;. These include the: linear, log-linear, two- 
limit tobit, accelerated failure time, and proportional hazards models. Ths 
generalized gamma accelerated failur time framework has been discussed in 
chapter A. The linear and log-linear models are completely standard, taking 
the form: 

(6.12) W - Z ^ + ;x 

where W is the level (natural log) of joblessness in t.ie former (latter) case 
and /I is a white noise disturbance. 

In the two-limit tobit model, a latent variable for joblessness is 
defined by: 

I* - Z )5 + p, 
with the observed nonemployment (W) described by: 
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0 



W - I* 
99 



/I < -2 ^ 
if 99 - > ;i > -Z ^, 
p > 99 - Z ^ 



with fi normally distributed, and 0 (99) weeks the lower (upper) limit. 
The proportional hazarri model is specified by: 

(6.13) In h(w) - ho(w) 20 , 

where the hazard rate h(w) is the probability of leaving joblessness at week 
w, conditional on remaining out-of-work through I'^he end of w-1 [h(vO • 
Pr(W - w|y > w-1] and hp is the baseline hazard function. The proportional 
hazard assumption implies that the covariates change the log hazard rate by a 
fixed proportion across time- Hazard models are frequently estimated by 
imposing parametric assumptions on the base line hazard. This paper uses the 
more general semi-parametric partial iilcelihood estimator (first proposed by 
Cox 1972), which only requires information on the rank-ordering of survival 
times. 

Regression coefficients are expected to be similar in the linear and two- 
liXDit tobit models, since thz level of joblessness is the dependent variable 
In both cases, and also in the log^'lindar and accelerated failure time 

^ The log-likelihood function (without ties) is: 

where Rj is the set of individuals at risk at reek w^ (those with 
W w^) . 
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frameworks, where the dependent variable is the log of durations. The 
coefficients should have the opposite signs in the proportional hazard model 
because factors which increase the hazard rate (the probability of leaving 
joblessress) reduce nonemploynent durations. 

Results from the 5 models, presented in Table 6.1, indicate that the 
predicted determinants of joblessness arc extremely robust to changes in the 
estimation technique. Household status, sex, race, number of children and 
earners, area unemplojrment rate, and the reason for displacement are highly 
significant and have consistent signs in each model. Residence in right-to- 
work states barely misses statistically significance in only the tobit model, 
while the industry growth rate is measured with slightly greater precision in 
the accelerated dlure time and log-linear regressions than in the others. 
The t statistic on written advance notice is slightly larger for the linear 
model than the alternatives but the direction and general size of the findings 
is similar. 

The root mean square error (RMSE) is slightly smaller in the linear than 
the tobit model and much below those in the log-linear or accelerated failure 
time frameworks. Similarly, the mean predicted joblessness of 27.63 weeks is 
exactly equal to the sample average for the lineor case, slightly understated 
in the tobit model (27.50 weel:s), and significantly underestimated in the two 
regressions where the dependent variable is the log of durations (12.22 and 
16.35 weeks respectively). Because OLS is designed to minimize the RMSE, its 
superior performancs by this criteria is expected. Even so, the large 
difference between predicted and actual average joblessness in tho accelerated 
failure time and log-linear models suggests serious misspecif ication when log 
Q durations are used as the dependent variable. 
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Duration codels night still be preferred because of their greater 
facility for coping with censored data. To examitie this possibility, we 
consider the frequency with which the various models correctly predict right 
censoring (durations above 99 weeks) end the number of instances where OLS 
incorrectly forecasts negative joblessness (see the last 3 rows of Table 6.1) • 
None of the estimation techniques is able to anticipate extended joblessness 
with any accuracy. Predicted joblessness is always less than 99 weeks in the 
linear, log-linear, and tobit models. The accelerated failure time 
formulation correctly forecasts right-censoring in 6 of 2A6 cases (2. A 
percent) but incorrectly predicts it almost as often (for A individuals). 
Conversely, OLS forecasts negative durations for only 25 respondents (1.3 
percent of the sample) , 

These results suggest that the advantages of the linear model, in 
allowing for endogenous repressors, outweigh the potential costs of model 
misspecification. They also indicate that greater attention needs to be pa^d 
to the somewhat restrictive functional forms used in conventional duration 
models.^ 



6.3 Switching Regression Results ~ Postdispl«icement Joblessness 
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Tables 6.2 and 6.3 display regression coefficients on X*N, Aj^, and 
from switching regression estimates of equation (6.11), obtained \xsing the 
aforementioned two-stage procedure. The switching criteria is WRITTEN in 



^ Addison & Portugal (1987b) examine alternative distributional 
assumptions within the accelerated failure time framework. They do Viot, 
however, consider alternative models. 



lOQ 



-96- 



ERIC 



Table 6.2 and NOTICE in Table 6.3. The selection coefficients provide no 
evidence that workers choose positions in order to minimize postdisplacement 
joblessness. This would require a-j^2 > ° notified workers and <7o2 < ° 
non-notified individuals — which would imply positive (negative) regression 
coefficients on (Aq) . Instead, the imprecisely measured Mill's 
coefficients provide weak evidence that workers, both with and withouc written 
advance notice experience more extended joblessness, than if their 
notification status were reversed (see Table 6.2). Table 6.3 reveals an even 
less consistent pattern for the broader definition of prior notice. Again 
there is no evidence that postlayoff joblessness is a key determinant of the 
type of predisplacement employment chosen. 

More generally, the low statistical significance of the selection 
coefficients implies that the switching model only partially solves the 
endogeneity problem. At least two possibilities deserve further 
consideration. First, factors other than postdisplacement joblessness (e.g. 
wages and fringe benefits) may play a more crucial role in determining whether 
individuals accept positions offering prior notification. This would be 
consistent with the evidence that notified workers have relatively high rates 
of health Insurance coverage and receive positivs wage residuals in 
predisplacement jobs. Alternatively, positions providing notice may be 
rationed such that firm rather than individual characteristics are of key 
Importance. For example, large or tmionized firms may frequently provide 
advanced warning and, if they also pay efficiency wages, have job queues. 
Because the EHS contains relatively sparse firm level information, the 
analysis will then fail to capture important sources of endogenplty. 
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The switching regression interaction terms reveal significant differences 
ir the effects of prior Tiotif ication across population subgroups. 
Particularly interesting are the large reductions in joblessness associated 
with written advance notice among married persons » household heads, and 
displaced workers living in areas with high unemployment (see Table 6.2). For 
instance, formal notice decreases the expected nonemployment of married 
household heads residing in areas with local unemployment rates 5 percent 
above the national average by over 10 weeks, compared to their non-notified 
counterparts; the corresponding red ction for the same individuals living in 
areas with unemployment 7.5 percent greater than average is almost 20 weeks. ^ 
Relatively large reductions are also observed for highly educated workers 
receiving written notice. 

Interestingly, none of the above groups exhibit markedly reduced 
joblessness when the broader measure of early notice, which includes informal 
notification, is employed (see Table 6.3). This further qualifies the 
usefulness of previous research which has relied on the more general 
benchmark. Table 6.2 also provides some indication that written warning leads 
to relatively large beneficial effects for nonwhites, femalci>, and workers 
displaced because of plant closings or from fast growing industries. These 
effects are measured imprecisely, however, and so should be considered 
preliminary. 



^ All other regressors are evaluated at the sample means. Howland & 
Pev«.rson (1988) have previously documented the importance of local labor 
market conditions in determining the reemployment success of displaced 
workers . 
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6.4 Postdisplccemert Earnings 

We next use the switching framework to consider the impact of 

■ 

cndogenously provided advance notice on survey date earnings. The basic model 
is the same as above, except that ve now also allow for selection bias in the 
reemployment equation (as discussed in chapter 5). Using the standard two- 
stage "Heckman" correction for selection bias, the wage equations are: 

(6.14) - X ^1 + 7i + Ml . 
for notified workers and 

(6.15) Wq - X ^0 ^w T^O ^2' 

for non-notified individuals. is the inverse Hills ratio from the 
reemployment wage equatita and W now indicates real weekly wages in January 
1988. We again directly obtain estimates of interaction effects between N and 
X (and X^) by estimating the single equation: 

(6.16) W - X ^0 + X*N (^i-^o> \7 + X*N (^^-^q) + (tTi-Tq) + ^ • 
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The inclusion of as a separate regressor is appropriate only if the 
error terms from the reemployment: und switching regressions are independent.^ 
To provide an indication whether is the case, we first estimated, by maximum 
likelihood, a bivariate probit model consisting of the reemployment and 
switching equations, with NOTICE and WRITTEN as the notification variables. 
The estimated correlations between the disturbance terms, which are shown in 
Table 6. A, are always extremely small ard the t statistic never exceeds 0,3. 
This suggests that the assumption of independence is reasonable.^ 

Table 6.5 presents estimates of the interaction terms of switching model 
described by equation (6.16). Three types of advance notice — NOTICE, 
WRITTEN, and ADV3 — are included as switching criteria. Since the reduced 
form estimates, in chapter 5, indicated that the regression covariates had 
fairly similar effects across the gender and reason for displacement 

0 

subsamples, the table presents results for only the full sample. Table 6.6 
show estimates for a model which is identical to that in tab.le 6.5, except 
that the inverse Mills variables are excluded. The findings are virtually 
identical in the two cases, which indicates that reemployment selection biases 
are relatively minor and that the results of the "Heckman** corrected 
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^ If they are not, the iiystem of reemployment and switching equations 
should be estimated as a bivariate p*«cobit model using maximum likelihood 
techniques. Wymand & Bernard (1981) propose an estimator which is appropriate 
in this case. 

^ An alternative test involves examining whether the value of 71 - 
is close to zero in estimates of (6.16). As shown below, this test also 
supports the Independence assumption. 

^ The switching nodel was separately estimated for males , females , 
laidoff workers, and those involved in plant closings, with similar 
coefficients on the covariates to the full sample results displayed in the 
table. 
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regressions do not depend on specific assumptions about the error 
distributions. 

Section 6.3 indicated that written advance notice strongly reduces the 
postdisplacement joblessness of some groups (household heads, married persons, 
and residents of economically depressed localitie:.) while having little or no 
effect on others. There is less evidence of a differential impact of 
prenotification on survey date earnings. None of the interaction coefficients 
are statistically significant when WRITTEN is used as the notification 
criteria and only those for job tenure when ADV3 is employed. Intergroup 
differences appear more important when NOTICE is utilized as the switching 
variable; however, the vagueness of this criteria again makes it difficult to 
interpret the meaning of the disparities. 

Table 6.7 displays estimates for the switching coefficients (aq and X^) 
and inverse Mills ratio (A^) for the full sai^^le as well as for subsamples 
stratified by sex and reason for displacement. The coefficient on differs 
insignificantly from 0 in all the regressions, which is consistent with the 
earlier evidence indicating that reemployment occurs independently of 
potential wages. 

Recalling that thc^ coefficients on Aq and Aj^ show estimated values of 
and a^2* respectively, the negative full sample values for both parameters 
imply that the expected value of the error term on the survey date wage 
equation is positive (negative) for notified (non-notified) workers. This 
implies that the average displaced worker would obtain a smaller wage benefit 
from advance warning than does the typical respondent who actually received 
early notice and suggests that reduced form wage regressions; overstPtg t:he 
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t)eneflcial effects of mandatory advance notice . The switching coefficients 
also indicate the importance of unobserved heterogeneity, where workers with 
greater endowments Df market valued traits are more likely to receive advance 
notice than are their less desired counterparts. The coefficients on Aq and 
Aj^ vary across subsamples but are generally measured sufficiently imprecisely 
as to prevent interpretation of the differences. 

To provide a suminary measure of the effect of advance notice on survey 
date Earnings ; I reestimated the switching model with the coefficients on the 
non-notifiCtttion covariates constrained to be equal in the two wage equations 
and the impact of prior notification restricted to an intercept effect. The 
second stage regression equation in this model is: 

(6.17) W-X^ + A„7 + N^^+ Aot7o2 + h^^U ^ • 

with indicating the average impact of civance notice on the natural log of 
weekly wages. Table 6.8 displays estimated coefficients on Aq, and 
obtained from regressions of (6.17). 

The switching parameters continue to indicate negauive selection for non- 
notified workers and positive selection for notified respondents, wh^n NOTICE 
or WRITTEN are the switching criteria, but the effects are imprecisely 
measured ADV3 is used (see Table 6.8, column 1). Given the direction of 
endogeneity bias, it is not surprising to find that the predicted notification 
effects are much smaller in these estimates than in the reduced form 
regressions of Chapter 5. What is less explicable are the large negative 
values on the coefficients. For example, the full sample estimate implies 
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that written advance notice causes survey date earnings to be reduced by 
approximately two-thiros. In the absence of a mechanism by which 
prcnotification could dramatically worsen outcomes, such a large negative 
impficc is clearly implausible.^ We therefore conclude that although the 
switching regression model provides some information on the nature of 
fcndogeneity bias, the the resulting estimates of the impact of prenotif ication 
are unreliable. 

Three additional points deserve mention. First, written Tiotice of more 
than 2 months continues to have a large (although imprecisely measured) 
beneficial effect on survey date wages (see row 7). This is consistent with 
evidence of the previous chapter indicating the more favorable impact of 
lengthy than short formal notification. Second, written notice continues to 
have a larger salutary impact on survey date earnings following pla;it closings 
than layoffs (columns A and 5). Third, the switching coefficients on the 
layoff subsample underscore the failure of this method to fully account for 
cndogeneity bias. Recalling that the reduced form Ci^timates* of chapter 5 
indicated a negative Impact of written advance notice on this group, which was 
attributed to cndogeneity bias, the switching model regressions were expected 
to result in more positive predicted outcomes. Instead, the regressions 
indicate negative selection for 3ion-notif ied workers and positive selection 
for notified individuals, when using NOTICE or WRITTEN as the switching 
criteria, which leads to even larger reductions in predicted earnings for 



^ The predicted effect is virtually identical when interactions between 
advance notice and the full vector of covariates (evaluated at the sample 
means) are allowed for. Ehrenberg & Jakubson's <1988) attempts tc endogenize 
advance notice *lso result in substantial negative predicted impacts in 
several cases. 
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prenotified respondenr^s . The findings are more promising, but hardly 
conclusive, when f(»rmal notice exceeding 2 months is considered. 

6.5 Summary 

Prior to 1989, advance notification was mandatory in only 3 states. 
Reduced form estimates of the impact of voluntary prior notice on 
postdlsplacement wages and Joblessness may therefore suffer from endogeneity 
biases which limit their ability to predict the effecvs of maAde^ed 
prenotification. This chapter presents a preliminary attempt to eliminate 
these biases, in the form of a switching regression model with endoganous 
switching. 

Since the switching fvamework assumes that the dependent variable is 
linear in the cova"iates, we first tested whether the a..sumption of linearity 
was unreasonable when considering postdisplacement joblessness — where some 
observations are right censored durations or truncated at zero. The 
determinants of nonemployment were found to be robustly estimated across a 
wide variety of models. If anything, models which assume the dependent 
variable is linear in the covariates (e.g. OLS, toblt) performed better than 
those where the Ifig of joblessness is linearly related to the regressors (log- 
linear, accelerated failure time). 

Written advance notice leads to relatively laA./e reductions in 
nonemployment durations for three groups of special concern — married 
persons, household heads, and displaced workerii located in regions of high 
Q unemployment ~ as well as for highly educated individuals. Where intergroup 
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differences in the effects of formal notice were less pronounced for survey 
date earnings than postdisplacement joblessness, endogeneity bias is of 
greater concern. Specifically, individuals receiving voluntarily provided 
advance notice benefit from it laore than the average displaced worker vould be 
expected to. This implies that reduced form estimates of chapter 5 overstate 
the beneficial vage Impacts of prenotification. Unfortunately, the switching 
estimates imply that early notice (expect for written announcements over 2 
months before displacements) is associated vith implausibly large reductions 
in earnings. The predicted wage effects, from this model, siusr therefore be 
considered unreliable. Pending further study, it seems most reasonable to 
assume that estimates from reduced form wage equations in chapter 5 represent 
an upper bound on the benefits of written notification for survey date 
earnings. Further research to obtain a corresponding lower bound is clearly 
needed. 
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Table 6*1: 

EttioBtes of Postdisptacoent ^obtMsness 
Using VartouK Rcgrauion Nodsls 



Estimation «odgl 



tearessop 


Linear 


Tobit 


Acc. Failure 


Loo-Linear 


Proo-Kzrd 


EXP 


0.105 


0.106 


0.026 


0.033 


-0.006 




(032) 


(0.26) 


(1.35) 


(1.96) 


(0.51) 


EXPSO 


0.009 


0.012 


6.6E-5 


-2.5E-4 


-2.6E-4 




(1.28) 


(1.43) 


(0.16) 


(0.67) 


(0.96) 


EDUC 


-0.C63 


-0.463 


0.003 


0.012 


0.011 




(0.48) 


(0.21) 


(0.03) 


(0.12) 


(0.16) 


EDUCSQ 


0.013 


*0.016 


-0.001 


-0.002 


6.9E-5 




(0.19) 


(0.19) 


(0.01) 


(0.45) 


(0.03> 


TEKURE 


D.517 


0.401 


0.018 


0.009 


-0.015 




(1.39) 


(0.84) 


(0.83) 


(0.47) 


(1.15) 


TEKSQ 


0.006 


0.915 


5.1E-4 


4.7E-4 


-2.0E-4 




(0.48) 


(0.93) 


iO.68) 


(0.70) 


(0.43) 


MARRIED 


2.250 


2.368 


0.096 


-0.015 


-0.048 




(1.09) 


(0.93) 


(0.31) 


(0.14) 


(0.67) 


HEAD 


-12.i43 


-15.738 


-0.731 


-0.598 


0.445 




(6.07) 


(5.83) 


(6.14) 


(5.63) 


(5.93) 


FEMALE 


6.340 


9.051 


0.396 


0.326 


-0.216 




(3.26) 


(3.44) 


(3.50) 


(3.21) 


(3.04) 


BLACK 


11.960 


15.999 


0.639 


0.480 


-0.405 




(4.84) 


(5.48) 


(4.38) 


(3.71) 


(4.35) 


OTHRACE 


17.689 


22.293 


1.002 


0.880 


-0.624 




(4.32) 


(4.99) 


(4.16) 


(4.11) 


(4.05) 


MUKCKIID 


3.247 


4.225 


0.161 


0.119 


-0.105 




(5.15) 


(5.53) 


(4.25) 


(3.62) 


(4.56) 


MMEARK 


-7.075 


-9.219 


-0.363 


-0.270 


0.222 




(8.03) 


(8.25) 


(7.12) 


(5.86) 


(7.16) 


PRTPREV 


4.226 


2.718 


0.097 


0.046 


-0.140 




(1.30) 


(0.75) 


(0.51) 


(0.27) 


(1.18) 


HINS 


-2.743 


-3.397 


-0.109 


-0.069 


0.073 




(1.52) 


(1.43) 


(1.04) 


(0.73) 


(1.12) 


CLOSING 


-4.116 


-5.413 


-0.268 


-0.260 


0.122 




(2.78) 


(2.e4) 


(3.12) 


(3.36) 


(2.35) 


KESID 


-0.577 


-1.974 


-0.122 


-0.126 


0.043 




(0.^) 


(0.86) 


(1.24) 


(1.43) 


(0.70) 


STEUKIOH 


-0.108 


-0.126 


-0.010 


-0.011 


0.003 




(0.80) 


(0.73) 


(1.28) 


(1.53) 


(0.63) 


RTWORIC 


-4.278 


-4.597 


-0.262 


-0.232 


0.154 




(2.09) 


(1.71) 


(2.20) 


(2.16) 


(2.14) 


URATE 


-0.624 


-C.994 


-0.020 


-0.015 


-7.1E-4 




(0.82) 


(1.02). 


(0.45) 


(0.37) 


(0.03) 


AREARATE 


2.130 . 


2.641 


0.1&» 


0.079 


-0.064 




(5.87) 


(5.96) 


(4.95) 


(4.19) 


(A.92) 
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INOCKG 


-0.575 


-0.727 


-O.0S1 


-O.051 


0.025 




CI. 52) 


(1.45) 


(2.32) 


(2.58) 


(1.87) 


aCRATE 


0.111 


0.129 


0.008 


0.008 


-O.004 




C0.3A) 


(0.29) 


(0.42) 


(0.48) 


(0.35) 


IMDUKION 


-0.03A 


-O.032 


-O.002 


-O.002 


0.002 




(0.43) 


■ (0.31) 


(0.44) 


(0.46) 


(0.71) 


OCCUMIOK 


0.038 


0.060 


0.003 


0.002 


-0.002 




(0.51) 


(0.60) 


(0.70) 


(0.63) 


(0.77) 


vmoB 


-3.279 


-3.918 


0.165 


0.349 


-0.053 




(0.57) 


(0.49) 


(0.49) 


(1.15) 


(0.25) 


URITTEN 


4.380 


4.554 


o.r6 


0.135 


-0.133 




(2.24) 


(1.88) 


(1.63) 


CI. 32) 


(1.88) 




29.885 


30.023 


32.398 


34.327 




Predicted Joblessness: 












nean duration: 


27.63 wks 


27.50 wks 


16.35 wks 


12.22 wks 




weeks > 99: 












correct 


0 


0 


6 


0 




incorrect 


0 


0 




0 





weeks < 0: 25 
Notes: 

1. Absolute values of asynptotic t statistics in parentheses. K » 1873; 13.1X of observction: ere censored at 
99 weeks. Average joblessness is 27.63 weeks. 

Description of estimation technique, dependent variable for various models: 

ijnear: estimation » ordir.^. r" least sc^ares; dep. var. » survival time 
^cc. Failure ; estimation « acc. failure time; dep. var. » log survival time 
prop. H?rd ; estimation » Cox proportional hazard; dep. var. » hazard rate 
Tobit ! estimation » twc^limit tobit; dep. var. « survival time 
yogHinear ; estimation » ordinary least squares; dep. var. » log survival time 

3. Spell durations set to 0.5 ¥ttkt in the acc. failure, prop, hzrd., and log-linear models for persons out- 
of-*»ork less than one week. 
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Tible 6.2: 

Suftchlne legrcttfon Et^^wttft for tatdl«ptiKrcft^t 
M>leftsness (SHUchfng Criteria » Urittan Notice) 

All 



Heoressor 


Vrrkers 




females 


Closinss 




EXf> 


-0.707 


-2.094 


-0.0f4 


—1 •vii 


U.O£C 




(0.63) 


(1.71) 


(0.05) 


/ft 

(0.67) 


/n A7% 


EXPSQ 


o.ou 


0.044 


-0.022 


D.OcI 


— V. w»»u 




(0.64) 


(1.67) 


/ft Z.4 \ 

(0.61) 




fO 87) 


EOUC 


-12.894 


-7.^05 


-CC.460 


— Hl.O^f 


5 551 




(1.&6) 


/ft */Q \ 

(0. 'o) 


( 1 .y 1 ; 


ri ff0> 

1 1 .or. 


to. 20) 


EDUCSQ 


0.501 


0.4^48 


ft 009 

o.yyt 


n 


-3.2E-5 




(2. 01) 


/ft 'n^ 
(0. c) 


e7 in) 

(fc« 10/ 


f 1 91 ) 


(0.01) 


TENURE 


-0.322 


—ft *.ft^. 
"0 . 


1 ARO 

1 .<toy 


0.50i 


-1.026 




/ft 9^ \ 


/ft /V\ 




(0.23) 


(0.47> 


tENSQ 




r ft^^ 
V. OZd 


U.UOr 


-6.8E-4 


0.104 




(0.y7; 


/ft A.Q^ 
( 0 . Or ^ 


(1 • 10; 


f 0 01 ) 


(1.26) 


KARRI EO 


4 C 4 TO 

-IP. i72 


"P.tOo 


^0 rtm 


-14.513 


-18.644 




/O /ft \ 

(£•40) 


/ft \ 

(0. r^; 




f 1.97) 


(1.88) 


HEAD 


-20.329 




lAft 

— ty. i*»u 


-?1 XIR 


-14.725 




(3.24) 


(1. / f ) 


Vfc.oi ; 


V£ r / 


( 1 . 54 ) 


FEMALE 


-6.332 








-3.009 




/ft £.y\ 
(0.67) 






(0.72) 


(0.30) 


BIACIC 


-7.798 


-5.577 


mJXA mo 
— 00. loy 


-16 TA"? 


1.781 






/ft xft\ 
(U.OU/ 


v£. lo ; 


(1.76) 


(0.14) 


OTHRACE 


C I/O 


_4X. ftt/ 


-fl AIR 


-11.510 


15.252 




/ft ito\ 


( 1 .uo; 




(0.80) 


(0.82) 


III itJ#*«i t ■ 

NUMCHIIO 


1 .Uo6 




11 Afi5 


2.519 


-0.924 




/ft cx\ 


/ft 7a \ 


r2 19) 




(0.30) 


lit MiP •nil 

NWcARN 


^ft ftiji 
— u. uio 


ft /"X? 


17.404 


-2.620 


4.682 




(0,01) 


(0.14) 


(2.02) 


(0.73) 


(1.02) 


PRTPREV 


0.73A 


-9.540 


53.295 


1.670 


-5.5*.3 




(0.05) 


(0.52) 


(1.80) 


(0.11) 


(0.30) 


HIKC 


5.923 


10.476 


60.229 


13.018 


-5.132 




(0.37) 


(1.26) 


(1.87) 


(0.91) 


(0.45) 


ClOSiNG 


-4.572 


-6.068 


16.602 








(0.74) 


(1.05) 


(1.56) 






RESIO 


-1.975 


-8.891 


51.333 


-6.629 


8.858 




(0.30) 


(1.36) 


(2.15) 


(0.88) 


(0.99) 


StEUWIOK 


0.412 


0.364 


1.912 


0.606 


0«452 




(0.74) 


(0.75) 


(1.87) 


(1.10) 


(0.67) 


ItTUORK 


-5.824 


-2.583 


-25.081 


-0.319 


-13.436 




(0.82) 


(0.32) 


(2.27) 


(0.03) 


(;.43) 


l^ATE 


2.627 


5.629 


7.021 


4.251 


3.250 




(0.98) 


(1.41) 


(1.29) 


(1.13) 


(0.87) 


AREARAtE 


-3.803 


-3. 581 


-0.594 


-3.826 


-3.802 




(2.45) 


(2.04) 


(0.29) 


(2.32) 


(1.87) 
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IKDCHG 


-2.026 




-1.U8 ^ 


-t.731 




-3.c83 




CI. 22) 




(0.60) ^ 


(0.65) 


(0.61) 


(1.38) 


OCCRATE 


•^.128 




-0.7H 


1*518 


-1.055 


1.365 




(0.05) 




(0.54) 


(0.66) 


(0.71) 


(0.86) 


tKDUHION 


-0.252 




-0.245 


-0.09v> 


-0.235 


-0.587 




C0.65) 




(0.66) 


(0.19) 


(0.71) 


CO. VP) 




0.451 




0.250 


1.U7 


0.513 


0.543 




(1.98) 




(1.00) 


(2.53) 


(1.45) 


(1.36) 


UIPROB 


8.U7 




-1.321 


-18.974 


7.801 


•^.614 




(0.40) 




(0.05) 


(0.64) 


(0.37) 


(0.19) 




41.821 




12.218 


88.291 


23.833 


-3.778 




(1.58) 




(0.70) 


(2.61) 


(1.00) 


(0.19) 




-5.090 




-6.918 


-125.804 


-17.417 


-31.941 


(0.11) 




(0.28) 


(1.78) 


(0.50) 


(1.32) 




(1) 




(2) 


C3) 


(4) 


(5) 



Notes: 

1. The switching nxxJtl is of the form: I* ■ 2? - n^' " ^ ^ ^j* ^^^^ J"^ ^'^ ^ ^2 

arxJ j«0 if 27 < 2 contains all tht regrftssors in X, plus damiy variaoles for states with wancSatory or 
voluntary advance notice provisions. The estimates arc obtained t^ing a twc>-atage procedure, where the 
tecond-stage regression equations a-e: W « X ♦ X*N ifi^'fi^) ^o^o2 ^1^12 ^' ^0 * ^^^-^Z^- 
♦(.))*(1-ii) and » t-^(.)/#(.)3*H. E(v) « 0; ^(.) and ♦(.), respectively, are the p.d.f. and c.d.f, of 
the standard normal distribution evaluated at 72. 

2. Coefficients displayed are for the interaction terms X*M. Absolute values of asynptotic T statistics In 
parentheses. The sample Is restricted to persons displaced betHer.n 1983 and 1985. 
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Table 6.3: 

Swftdtino Rt^rtssfon E^tfaitcs for rottdftplacavjnt Jobl«ssne6s 
CSuttchtno CrfterfaFs Urfttan or Unwrfttrn tfotfce) 

Alt 



Reqressop 


Workers 


Mates 


females 


Closlnos 


Layoffs 


EXP 


-0.154 


-1.075 


0.675 


0.853 


-0.594 




(0.24) 


(1.r>8) 


(0.59) 


(0.84) 


(0.56) 


EXPSQ 


6.0E-3 


0.026 


-0.012 


-0.013 


4.7E-3 




(0.42) 


(1.48) 


(0.47) 


(0.53) 


(0.19) 


EDUC 


-4.&86 


-4.584 


-2.565 


-3.112 


-3.557 




(1.18) 


C^.95) 


(0.56) 


(0.48) 


(0.51) 


EDUCSC^ 


0.213 


g.2i3 


0.113 


0.139 


0.166 




(1.33) 


(1.16) 


(0.41) 


(0.57) 


(0.64) 


TENURE 


-1.381 


-0.725 


-1.961 


-1.814 


-1.199 




(1.81) 


(0.80) 


(1.21) 


(1.83) 


(0.91) 


tENSO 


0.038 


0.015 


0.062 


0.040 


0.084 




(1.41) 


(0.47) 


(0.85) 


(1.23) 


(1.65) 


HARRIED 


0.422 


6.796 


-9.483 


7.857 


-2.705 




(0.09) 


(0.82) 


(0.75) 


(0.69) 


(0.41) 


HEAD 


-4.324 


-5.427 


-11.362 


-2.830 


-5.828 




(1.05) 


(0.75) 


(0.96) 


(0.47) 


(0.88) 


FEKALE 


-0.192 






7.500 


-0.642 




(0.04) 






(0.55) 


(0.10) 


BLACK 


2.281 


1.674 


4.303 


2.324 


-0.942 




(0.46) 


(0.28) 


(0.49) 


(0.29) 


(0.12) 


OTHRACE 


-7.698 


-22.660 


11.981 


-18.929 


4.878 




(0.84) 


(2.22) 


(0.79) 


(1.40) 


(0.33) 


NUHCHILO 


-1.672 


-4.327 


0.184 


-4.164 . 


-1.022 




(1.04) 


(1.80) 


(0.07) 


(0.96) 


(0.52) 


HUHEARK 


-1.150 


-0.157 


-1.302 


-3.90U 


0.906 




(0.63) 


(0.06) 


(0.39) 


(1.12) 


(0.33) 


PRTPREV 


7.106 


7.240 


6.605 


12.728 


9.874 




(0.86) 


(0.63) 


(0.56) 


(0.84) 


(0.93) 


NINS 


10.031 


7.807 


11.108 


17.936 


12.U6 




(1.31) 


(0.75) 


(1.06) 


(1.09) 


(1.45) 


CLOSING 


2.585 


1.004 


2.216 








(0.37) 


(0.13) 


(0.18) 






RESID 


•^.556 


f -2.823 


•4.918 


-10.305 


-2.749 




(1.19) 


(0.62) 


(0.74) 


(1.20) 


(0.53) 


STEUN!OU 


-0.158 


-0.024 


-0.327 


-0.032 


-0.409 




(0.56) 


(0.07) 


(0.66) 


(0.08) 


(0.95) 


RTUORIC 


-0.022 


0.280 


-0.672 


4.768 


-^.588 




(0.01) 


(0.06) 


(0.09) 


^.0.80) 


(1.07) 


URATE 


-1.294 


0.787 


-3.860 


••0.395 


-0.935 




(0.76) 


(0.34) 


(1.35) 


(0.11) 


(0.40) 


AREARAtE 


-1.100 


-1.352 


-0.740 


-•|.924 


-1.822 




(1.06) 


(0.63) 


(0.51) 


(0.77) 


(1.54) 
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IMDCKG 


-0-755 


-0.719 


-0.197 


-0.148 


0.081 




<0.87) 


(0.84) 


(0.92) 


(0.10) 


(0.06) 


OCCRATE 


0.692 


0.648 


0.505 


0.488 


1.657 






\U. (Hi 




(0.37) 


(1.60) 


INDUNION 


0«101 


2.8E-3 


0.032 


0.317 


0.110 




iOM) 


' (0.01) 


(0.06) 


(0.97) 


(0.30) 


OCCUNION 


-0.W8 


-0.084 


0.084 


-0.137 


0.190 




(0.31) 


(0.37) 


(0.27) 


(0.64) 


(0.73) 


UIPROB 


4.172 


3.541 


-4.094 


25.827 


-4.136 




(0.31) 


(0.17) 


(0.19) 


(0.88) 


(0.22) 


^0 


-3.207 


15.565 


-24.759 


30.916 


-1.959 




(0.15) 


(0.52) 


(0.86) 


(0.63) 


(0.10) 




-9.227 


9.010 


-26.620 


-11.112 


-21.166 




(0.49) 


(0.31) 


(1.26) 


(0.23) 


(1.43) 




(1) 


(2) 


(3) 


(4) 


(5) 



Notes: 

1. The swUchinfl model Is the same as in Table 6.2. 

2. Coefficients displ^yed are for the interaction terms X*N. Absolute values of asymptotic T statistics in 
parentheses. The sample is restricted to persons displaced between 1983 and 1985. 
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Croup 

All Workers ; 



Table 6At 

Estimted CorrtUtion Ictween ''^rror Ttrm in Ktc^plofywnt 
and AcMviee Notice Switching Equition 



Siiit:liir« Variable 



6.9E-5 



0.011 
(0.18) 



Wales; 



(0.0A> 



0.012 
(0.1S) 



Females: 



0.024 
(0.29) 



9.7E-3 
(0.09) 



Closings ; 
layoffs : 



-2.0E-3 
(0.03) 

0.017 
(0.?2; 



O.OU 
(0.15) 

3.0E-3 
(0.03) 



(1) 



(2) 



Notes: 

1. Table shows estimated correlation between the awitchino regression ar>d reefnployment error terms (p) from 
FIKL estimates of the bivariate probit regressions. 
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Tdble 6.5: 

SMitchfno tearmion Estiwtes for Pos:dis»>tac«Mnt U»9cs 
{Includes Correction for t«««ploy»ent $«ltctfon) 



Doperdent Variable 





NOTICE 


WRITTEN 






EXP 


-0.010 


-0.021 




-0.045 




(0.79) 


(0.96) 




(1.15) 


HXPSQ 




4.7E-4 




9.8E-4 




(0.68) 


(i.08) 




(1.19) 


EDUC 


-0.039 


-0.041 




-0.449 




(0.50) 


(0.26) 




(1.37) 


EDUCSQ 


6.1E-A 


0.001 




0.014 




(0.20) 


(0.23) 




(1.20) 




0.019 


0.017 




0.072 




(1.27) 


v0.61) 




(1.60) 


TEMSQ 


-7.6E-4 


-4.1fc-4 




-2.1E-3 




(1.42) 


(0.66) 




(2.06) 


(CARRIED 


-0.132 


-O.004 




0.041 




(1.30) 


(0.03) 




(0.19) 


HEAD 


0.091 


-0.060 




-0.004 




(0.98) 


(0.42) 




(0.01) 


FEHAIE 


-0.027 


-0.0C4 




0.394 




(0.27) 


(0.48) 




(K25) 


BLACK 


-0.160 


-0.166 




0.092 




(1.70) 


(1.19) 




(0.29) 


OTHRACE 


0.200 


0.210 




-0.403 




(1.15) 


(0.8S) 




((5.89) 


NUHCHILD 


t..40 


0.030 




0.081 




(1.24) 


(0.79) 




(1.08) 


HUHEARN 


0.071 


-0.011 




-0.153 




(0.98) 


(0.10) 




(0.73) 


PRTPREV 


-0.322 


-0.086 




-0.277 




(t.98) 


(0.29) 




(0.72) 


KINS 


0.005 


0.147 




0.274 




(0.03) 


(0.52) 




(0.56) 


CLOSIMG 


-O.060 


0.173 




0.079 




(0.45) 


(1.49) 




(0.24) 


RESID 


I.8E-4' 


0.082 




0.242 




(0.00) 


(0.65) 




(0.83) 


STEUNIOM 


-o»oio 


-O.007 




0.010 




(1.77) 


(0.71) 




C0.55) 


KTWORK 


-0.110 


-0.055 




0.019 




(1.37) 


(0.41) 




(0.08) 


URATE 


0.012 


-0.010 




-0.026 




(0.58) 


(0.20) 




(0.28) 


AREARATE 


0.019 


0.033 




0.028 




;j.95) 


(1.10) 


1J7 


(0.77) 
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INDCH6 


-0,007 


0.008 


0.049 




(0.42) 


(0.26) 


(1.10) 


OCCRATE 


-0.020 


C.017 


'-O.020 






(0.62) 


(0.41) 


INDUNIOK 


-0.001 


C.003 


0.004 




(0.27) 


(0.40) 


(0.46) 


OCCUNION 


-0.001 


-0.005 


0.007 




(0.40) 


(1.24) 


(0.64) 




-0.420 


•^.393 


-0.731 




(1.55) 


(o.9r) 


(1.21) 




0.081 


•^.332 


-0.618 




(0.37) 


(0.97) 


(0.97) 




-1.058 


"1.209 


-0.309 




(2.37) 


(2.42) 


(0.90) 


^1 


-0.790 


-0.690 


-0.479 


(2.29) 


(0.82) 


(0.62) 




(1) 


(2) 


(3) 



Notes: 

1. The switching irodel is of the form: I* « 27 - *<2* ^ * \ ''j * ^'^^^^ '"^ ^""^ ^'^ ^ ^2 
and N=0 and j=0 if 27 < /i^. 2 contains all the repressors in plus ckfrnry variables for states with 
mandatory or voluntary advance notice provisions. The estimates are obtained using a tuo-stage procedure, 
where the seconcHstage regression equations are: W * ^ * *w ''O * ^^r^o^ * ^w*^ ^''l" ''O^ * ^0^02 

♦ A^a^2 ^' "^^^ ^0 * W(')/1-'*('53*(1-M) and « [-*(.)/♦(. ))*H. Is the inverse Mills ratio from a 
probit reefiployment equation which includes all the repressors in 2« plus durmry variables indicating 
states with mandatory or voluntary advance notice provisions. E(u) « 0; ^(.) and #(.)« respectively, are 
the p.d.f. and c.d.f . of the standard normal distribution eviiluated et 72. 

2. Coefficients displayed are for the interaction terms X*N. Absolute values of arfrrptotic T statistics in 
parentheses. The sanple is restricted to persons displaced between 1953 and 1985. 
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T^le 6.6: 

Swftchino Scortuion Ettintts for rostdisplacwnt Wages 
(Ho Corr^tion for KtcMploywnt Scltction) 



C^tpendent Variable 



ERIC 





HOT ICE 


WRITTEN 


ADV3 


EXP 




-0.023 


-0.049 




(0.76) 


(1.04) 


(1.26) 




2.0E-A 


4.5E-4 


9.6E-4 




(0.70) 


(1.03) 


(1.17) 


EOUC 


-0.037 


-0.032 


-0.451 




(0.48) 


V^.20) 


(1.38) 


EOUCSQ 


5.1E-4 


0.001 


0.015 




(0.17) 


(0.21) 


(1.27) 


TEKURE 


0.019 


0.016 


0.076 




(1.30) 


(0.59) 


(1.68) 


TENSQ 


-7.6E-A 


-4.5E-4 


-2.2E-3 




(1.43) 


(0.71) 


(2.27. 


HARRIED 


-0.118 


-0.050 


-0.024 




(t.24) 


(0.42) 


(0.11) 


HEAD 


0.074 


0.012 


0.150 




(0.92) 


(0.10) 


(0.47) 


FEMALE 


-0.030 


-0.061 


0.478 




(0.31) 


(0.35) 


(1.59) 


BLACK 


-0.159 


-0.169 


0.057 




(1.69) 


(1.20) 


(0.18) 


OTHRACE 


0.201 


0.210 


-0.312 




(1.16) 


(0.53) 


(0.71) 


KUHCHILD 


0.044 


0.019 


a.073 




(1.41) 


(O.S'.i 


(0.98) 


KUHEARN 


0.048 


0.076 


0.004 




(1.29) 


(1.33) 


(0.03) 


WPREV 


-0.321 


-0.094 


-0.249 




(1.98) 


(0.32) 


(0.65) 


KIHS 


8.9E-4 


0.161 


0.314 




(0.01) 


(0.57) 


(0.64) 


CtOSlKG 


-0.064 


0.187 


0.106 




(0.47) 


(1.64) 


(0.33) 


RESIO 


0.007 


0.046 


0.147 




(0.10) 


(0.38) 


(0.54) 


STEIWIO^ 


-O.009 


-0.008 


0.508 




(1.76) 


(0.78) 


(0.41) 


tlUORK 


-0.116 


-O.032 


0.054 




(1.47) 


(0.24) 


(0.24) 


URAVE 


6.010 


-0.001 


-0.008 




(0.31) 


(0.03) 


(0.09) 


AREARATE 


0.021 


0.026 


0.019 




(1.06) 


(0.90) 

1J9 


(0.54) 
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-0 C07 


0.010 


0.044 




(O.U) 


(0.33) 


(0*98) 


OCCRAT£ 


-0.019 


0.016 


-0.024 




(1.35) 


(0.59) 


(0.50) 


INDUHICM 


-0.001 


0.004 


0.004 




(0.28) 


(0.47) 


(0.47) 


OCCUHIOM 


-0.001 


-0.005 


0.008 




(0.A1) 


(1.21) 


(0.71) 


U!PROS 


-0.453 


-0.252 


-0.433 




(1.78) 


(0.67) 


;C.84) 


^0 


-1.059 


-1.192 


-0.289 




(2.38) 


(2.39) 


(0.85) 




-0.788 


-0.680 


-0.477 




(2.29) 


(0.81) 


(0.62) 




(1) 


(2) 


(3) 



Motes: 

1. the twitching model it of the form: !• ■ Zi - Wj ■ Xj^j ♦ where K«1 and j«1 if Zi i 

•nd jeO if 2-7 < Jig. 2 contains all \ •« regreisors in X, plus dLirtny variables for states with »»ndatory or 
voluntary advance notic* provisions. The estinater are obtained using a two-stage procedure, where the 
second-stage regression equations are: W ■ X ♦ X'M ifiy-fiQ)'^ ^o'^OZ * ^1*^12 * ^^^^ ^0 * I^^-^/^" 
♦(.))»(1-N) and « t-^(. )/♦(.)]•«. E(y) « 0; ^(.) and ♦(.), respectively, are the p.d.f. and c.d.f. of 
the standard normal distribution evaluated at iZ. 

2. Coefficients displayed are for the interaction terms X*N. Absolute values of esynptotic T statistics in 
parentheses. The sanple is restricted to persons displaced between 1?53 and 1985. 
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Table 6.7: 

Selection and Sultching Coefficients for Swftchfno 
Nodel tflth Correction for Keeaploryves^t Selection 



Adv. Mot ice 
It^gressor 

irotlce 



AM Workers 



0.081 
(0.37) 



Males 



0.062 
(0.19) 



^ub$tnple 
££ni8le£ 



-0.053 
(0.26) 



plant Clotings 



0.090 
(0.32) 



0.173 
(0.47) 



-1.058 
(2.37) 

-0.790 
f?.29) 



-0.519 
(0.86) 

-0.308 
(0.52> 



-1.121 
(2.03) 

-0.2n 
(0.58) 



-1.865 
(1.90) 

0.388 
(0.A2) 



-0.U5 
(1.05) 

-0.309 
(1.16) 



-0.332 
(0.97) 

-1.209 
(2.A2) 

-0.690 
(0.82) 



-0.989 
(1.62) 

-0.067 
(0.19) 

-0.190 
(0.40) 



-0.061 
(0.11) 

0.727 
(1.10) 

-0.630 
(0.48) 



-0.413 
(0.80) 

0.079 
(0.17) 

0.764 
(1.24) 



-0,029 
(0.06) 

0.010 
(0.02) 

-0.623 
(1.36) 



Adv3 



*1 



-0.618 
(0.97) 

-CJ.309 
(0.90) 

-0.479 
(0.62) 



-1.337 
(1.21) 

0.063 
(0.18) 

0.693 
(0.79) 



0.1 ?A 

(0.09) 

0.208 
(0.42) 

-3.679 
(0.9^> 



-0.674 
(0.70) 

-0.270 
(0.63) 

-0.327 
(0.43) 



0.595 
(1.90) 



Motes: 

!• The switching tv)del Is of the font discussed In Table 6.5. 

2. Due to the small ni^r of taldoff workers receiving written notice of greater than 2 aonths, and .k^ 
were linear conbinations of some of the covarfates and so parameter estimates could not be obtained. 
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Tidblt 6.8: 

Settctfon mvS Suttchfno Coeff ictints for tuftchfng 
Model nithout Inttractim bctwMn AcMnce Ifotfcw and Covvrfitct 



Adv. Mot fee 



IJeqressor 


AU Workers 


Hales 




plant Closings 


Layoffs 


Hotice 
















-0.76? 


-0.857 


-0.882 


-0.608 




(3.36) 


(1.13) 


(1.86) 


(0.84) 


(1.69) 




-0.851 


-0.39G 


-0.582 


-0.460 


-0.480 




'3.15) 


(0.93) 


(2.00) 


(0.75) 


(1.89) 




-0.959 


-0.601 


-0.438 


-0.676 


-0.275 


(3.41) 


(1.40) 


(1.43) 


(0.97) 


X1.21) 
















-1.092 


-O.300 


0.75<> 


0.259 


-0.364 




(2.21) 


(0>84) 


(1.12) 


(0.64) 


(0.90) 




-1.279 


-0.169 


0.556 


0.190 


-0.320 




^2.68) 


(0.51) 


(0.89) 


(0.44) 


(0.85) 




-0.458 


-0.189 


0.406 


0.104 


-0.109 




(1.92) 


(1.01) 


(1.22) 


(0.45) 


(0.5C) 
















0.263 


0.239 


0.406 


0.443 


0.107 




(0.85) 


(0.63) 


(0.93) 


(1.19) 


(0.22) 




-0-167 


o.m 


0.202 


-0.248 


0.613 




(O.SO) 


(0.50) 


(0.42) 


(0.59) 


(2.03) 


^1 


0.090 


0.086 


0.069 


0.192 


-0.035 


(0.59) 


(0.45) 


(0.31) 


(i.ni> 


(0.14) 
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Notes: 

1. The Awftchfng scdel \% of the fona: I« Z7 - " ^ ^ ^ ^^^^ ^ i*) if Z7 ^ ^ and 

M«0 and J«0 ff It < $12* Z contains all the rcgressorf (n X« plus dumr/ variablts for states with 
Mndatory or voluntary advance T^otice ^ovfsfons. The tstlMtes are obtafnad using a two-stage procedure* 
uhere the aecood-stage regression •cjuitftns are: U*Xfi^x^i^Ufi^* x^c^^ ♦ ^^^^^j ♦ v# "^^h 
Aq • W(.)/W(.))M-«), » l-^(*)/#(.))»« ind fi^ « (^^-V '^w Inverse Kills v-jtlo from • 

probit reeoploytnent «7Jatfon which Includes all the regressors tri Z^'^^lus dumtr/ variables indicating 
states with Mndatory or voluntary advance notice provisions. £(v) 0; 4i*) and #(.)« respectively* are 
the p.d.f • and c.d.f • ef the standard nortial distribution tvaluated at 2. 
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Chapter 7: 
Conclusions and Policy Implications 

This report analyzes the effects of advance notification on 
postdisplacement joblessness and wage changes using a new data source which 
differentiates between written notice and less formal types of early warning. 
This distinction is crucial. Research examining the impact of informal 
notification, which includes both verbal announcements and ill-defined 
'^expectations'* of impending displacements, has limited relevance for the 
current policy debate on the efficacy of legislation mandating specific 
written advance notice. For instance, some workers receiving general 
information on the possibility of future layoffs (without precise knowledge 
about when or .ho vill be terminated) immediately begin searching for new jobs 
and may become reemployed relatively quickly once displacement occurs. This 
provides little information, however, about the consequences of mandatory 
written notice. 

Empirically, the effects of formal and informal notice are very 
different, workers expecting terminations dte much more likely to obtain new 
positions without intervening nonemployment than ind-lviduals surprised by 
their loss of jobs. Failing this, they have somewhat i^horter durations of 
nonemployment. In contrast, written advance notice is associated with smaller 
increases in the probability of time out-of-work and with no reduction in 
average joblessness. Conversely, persons receiving more than 2 months formal 
notice of impending displaccmen^zs have considerably higher survey date 
earnings than their counterparts but there is no evidence of wage gains for 
either informally notified individuals or for those receiving written notice 
shortly before the loss of jobs. 
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The reduced form regression estimates predict increased joblessness for 
persons notified in writing and, among this group, lower wages for individuals 
losing jobs as the result of partial layoffs. Absent any theoretical reason 
why prior notice should lengthen durations or decrease wages, these results 
suggest nisspecification of the estimated model, quite possibly because of the 
failure to account for the endogeneity of advance notice. 

A switching regression model (with endogenous switching) was estimated in 
an attempt to solve the endogeneity problem. Since the svit::hing framework 
assumes the dependent variable is linear in the covariates, we first examined 
whether this assumption imposes undesirable restrictions when examining 
postdisplacement joblessness, given the presence of right censored observation 
and truncation of the dependent variable at zero. TNe determinants of 
nonemployment durations were found to be robustly estimated across a wide 
variety of models. If anything, those which assume the dependent variable is 
linear in the covariates (e.g. OLS, tobit) performed better than those where 
the log of joblessness is linearly related to the Xcigressors (log-linear, 
accelerated failure time). 

Although the switching regressions fail to fully account for the 
endogeneity of notice, they do, indicate important differences across 
population subgroups. Prior notification leads to relatively large reductions 
in nonemployment durations for three categories of special concern — ijiarried 
persons, household heads, and displaced workers located in regions of high 
unemployment — as veil as for highly educated individuals. Intergroup 
differences are less pronounced for survey date earnings but endogeneity bias 
appears of greater concern. Unfortunately, given the inability of the 
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switching model to fully correct for cndogeneity bias, we feel safe only in 
concluding that the reduced form estimates provide an upper bound on the 
potential wage benefits of of prior notification. 

7.1 Implications for Policy 

With the passage of the Worker Adjustment and Retraining Notification 
Act. the United States has joined virtually all other industrialized countries 
in regulating plant shutdowns and mass layoffs. Given the short period of 
time since the law has taken effect, it is too early to assess the degree to 
which it has changed employer behavior or assisted displaced workers. The 
results of this study, however, suggest that the provision of at least 2 
months written advance notice is likely to lead to modest benefits for 
displaced workers. In particular, these persons are expected to be somewhat 
more likely co avoid joblessness and to have slightly higher reemployment 
earnings. Nonemployment durations are also substantially reduced for a number 
of groups for whom nonemployment is of special concern. 

The benefits of advance notice must be weighed against any costs to 
employers. Unfortunately, reliable research on the latter is virtually 
nonexistent. Derpite predictions that customers nay disappear, access to 
credit markets will be impaired, productivity reduced, or absenteeism 
increased, the limited information which is available provides little evidence 
of any serious negative consequences for business. In contrast, the data 
show that productivity often yises following the notice and, in some cases, 
notification results in actions which save rather than destroy the plant 
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(Bercnbeim, 1986; Sutton, 1987). Some European countries provide examples 
showing that extremely restrictive labor legislation ctn inhibit employment 
growth; however, the Japanese experience indicates that substantial advance 
notice and economic prosperity er^ not incompatible. 

On balance, the existing research, including that presented in this 
report, lends provisional support to the advance notice legislation pass.-id in 
1988. Beyond any economic consequi»ncer, workers favor mandatory early 
notification because they feel it tc be fair, while the corporate sector 
expresses concern that it represents a first step towards more onerous 
government interference. Debate over the proper role of the government role 
is likely tc continue. Nonetheless, employment security appears to have 
joined child labor, occupational safety, and equal opportunity, as an area 
where federal regulation has become an accepted fact. It is therefore 
pertinent to ask whether the existing mandatory notice law provides adequate 
protection to workers while minimising costs to firms. 

« 

According to the current statute, most employers are required to provide 
60 days advance notice of layoffs or plant closings. Exemptions are provided 
for: small employers; companies terminating less than 50 i^orkers or those 
releasing fewer than 500 workers less than a third of their workforce; 
fi"nns effected by "unforeseeable" business developments, strikes, or lockouts 
r.nd those actively seeking new capital or business or closing plants as the 
result of sale of the business or consolidation within the local area; 
enterprises offering displaced workers new positions. 

These exemptions substantially reduce the number of workers who will 
receive prior notice. The vague nature of some of tbo exclusions may also 

ERIC 1 2£ 
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encourage circumvention of the spirit of the law and undermine the attempts of 
many business groups to increase the extent of advance notice provided. This 
argues for broader coverage And more clearly delineated exemptions. 

For example, the small business exclusion should probably be limited to 
smaller firms (say those employing fever than 25 workers) and the threshold at 
which companies must provide advance notice of partial plant closings reduced 
from 500 to 100 persons. The exclusion for closures due to "unforeseeable" 
busi\ness developments should be deleted because it Is hopelessly vdifficult to 
interpret. Similarly, since one of the express purposes of the law is to make 
businesses consider the social costs nf worker dislocation which result from 
corporate restructuring, it makes no sense to exempt displacements occurring 
because of a business sale or consolidation. Finally, the exemption for 
companies seeking new business or capital should be specified in greater 
detail or eliminated. To avoid raising costs to businesses, this broader 
legislative coverage could be combined with a number of mechanisms to reward 
firms meeting mandated standards. For instance, more favorable unemployment 
Insurance treatment could be granted to complying companies, in combination 
with larger increases in UI premiums f^-l those failing to do so. 



7.2 Directions for Futtire Research 



^ This would require a more fully experience rated UI system than 
presently erists (around half of all firms currently pay the meximum premium 
and so bear wo extra insurance costs for additional layoffs). Most economists 
believe that more complete experience rating is desirable because it would 
reduce current government subsidies to firms using large amo^ts of temporary 
or seasonal labor. 
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The findings discxissed in previous chapters suggest a number of 
directions for subsequent research. First, more sophisticated attempts need 
to be made to control for the cndogeneity of advance notice. In particular, 
future work should consider whether jobs offering advance notice are rationed 
in such a way that enterprise characteristics (rather than individual traits) 
are of primary importance i:n determining notification status. The findings of 
such a study would also be likely to lead to a more general understanding of 
how the employee/job matching process works. 

Second, the techniques by which workers become informed about future 
displacements needs to be explicitly modeled. Until this is done, it is be 
unclear to what extent advance notice actually provides workers with new 
inforra ion. This is particularly important given the evidence that workers 
expecting terminations in the absence of advance notice avoid some of the 
adjustment problems faced by their formally notified counterparts.' 

Third, greater attention should be paid to demographic group variations 
in the effects of prior notification. As shown in the analysis of 
nonemployment durations, these differences are far larger than the average 
effect. Similarly, arguments by proponents and opponents of mandatory advance 
notice should focus on the impact for groups over which there Is particular 
concern. 

Fourth, further investigation is needed into how the effects of early 
warning vary with the timing of its receipt. The preliminary work presented 
in this report suggests that benefits are greatest for Individuals formally 
notified more than 2 months before displacements. An important next step 
vould involve examining the impact of still lengthier prenotif ication. This 
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vould be especially useful since the costs of mandated early warning are 
likely to increase considerably vhen the notification period exceeds 60 days. 

Finally, future Displaced Worker Supplements to the gymPt^ TPP^Uttop 
Survey should be modified in several ways to increase the information 
Available to researchers. Subsequent surveys should distinguish between 
workers expecting job displacements in the absence of prenotif ication and 
those receiving specific verbal announcements of impending job losses. In 
addition, the categorical information on the duration of vritteu advance 
notice should be replaced by a question allowing a continuous range: of 
responses. More generally, the £HS vould become much more useful with the 
incorporation of 2 changes. First, questions on prior employment conditions 
should be asked of some proportion of pondisplaced workers. This would allow 
researchers to construct an appropriate control group for the first time. 
Second, the survey should be made partially longitudinal by resurveying a 
proportion of displaced (and nondisplaced) individuals 2 years in the future. 
This would make it possible to obtain considerable additional. information on 
the time profile of postdisplacement changes in working and living conditions. 
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